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DISPOSITION OF COLLATERAL UNDER 
PRICE-SUPPORT LOANS 


WEDNESDAY, JUNE 20, 1956 


Hovss or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:20 a. m., in room 1310, 
New House Oflice Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuarrman. The committee will please be in order. 

We have for consideration this morning H. R. 9650, which I intro- 
duced on February 29, 1956, which is a bill to provide that producers 
may relinquish their interest in agricultural commodities held as 
collateral for price-support loans. 

The bill, together with the Department’s report, will be made a part 
of the record. 

(H. R. 9650 and the Department’s report are as follows:) 


[H. R. 9650, 84th Cong., 2d sess.] 


A BILL To provide that producers may relinquish their interest in agricultural commodities 
held as collateral for price support loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 405 of the Agricultural Act of 
1949, as amended, is amended by adding at the end thereof the following new 
sentence: 

“The producer may, at his election, convey all of his right, title, and interest 
in and to the collateral securing any loan made under authority of this act to 
the Commodity Credit Corporation prior to the maturity date of the loan and 
the Corporation shall accept said title and interest in satisfaction of the loan 
subject to the producer remaining liable for any fraudulent representation, for 
any deficiencies in the grade, quality, or quantity of commodities stored on the 
farm or delivered by him, for failure properly to cure for and preserve commodi- 
ties, or for failure or refusal to deliver commodities in accordance with the 
requirements of the program.” 


JUNE 8, 1956. 
Hon. Harotp D. Coo.ry, 
Chairman, Committee on Agriculture, House of Representatives. 

DEAR CONGRESSMAN CooLey: This replies to your request of March 2, 1956, 
for a report on H. R. 9650, a bill to provide that producers may relinquish their 
interest in agricultural commodities held as collateral for price-support loans. 

The Department recommends that the bill not be enacted. 

H. R. 9650 would amend section 405 of the Agricultural Act of 1949, as 
amended, by providing that any producer may, at his election, convey to the 
Commodity Credit Corporation prior to the price support loan maturity date, 
all of his right, title, and interest in and to the collateral securing the loan. 
While the bill makes it clear that all of the producer’s rigbt, title, and interest 
in the commodity would pass to CCC, it does not require that CCC take im- 
mediate possession of the commodity, and thus would permit CCC to continue 
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to require that the commodity be stored on the farm until such time as CCC 
otherwise could require. 

In many States the producer is subject to the payment of taxes on farm-stored 
collateral; in some instances tax liability extends to warehouse-stored com- 
modities in which the producer has an interest. H. R. 9650 might permit a 
producer to avoid payment of such taxes, by transfer of title and interest to 
the Government prior to the tax assessment date. 

A primary purpose of price-support loans is to assist producers in the market- 
ing of their commodities in an orderly manner during the season, as a means of 
obtaining a better return, and as a protection against low prices and glutted 
markets which frequently prevail at harvest time. By participating in the loan 
program, a producer has the opportunity to take advantage of possible later 
price increases, while meeting current obligations by use of the loan proceeds. 
To the extent the provisions of H. R. 9650 were exercised by producers they 
would be prevented from taking advantage of price rises during the latter part 
of the loan period. 

It is not the purpose of the price support loan program to provide immediate 
eash outlets for surplus production. The support prices of many agricultural 
commodities have been above market prices for some years, a factor which has 
encouraged many producers to plan their operations on the basis of producing 
extra supplies for sale to the Government. H. R. 9650 would strongly sanction 
this policy by providing producers with additional incentives for adopting 
such a course. This is clearly contrary both to the intent of price support legis- 
lation and to the general economic policy. 

Aside from these objections, H. R. 9650 also would complicate administration 
of the price-support program. Under the present program CCC can make plans 
for take-over of a commodity on the maturity date of loans. With H. R. 9650 
there would be no opportunity for advance planning and CCC would be obligated 
to take title on undetermined quantities of a commodity at an undetermined 
time at the producer’s option. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TrvuE D. Morse, Acting Secretary. 


The CuatrmMan. Mr. John A. Baker of the National Farmers Union 
is our first witness. 


STATEMENT OF JOHN A. BAKER, COORDINATOR OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Baxer. Mr. Chairman and members of the committee: 

For the record, I am John A. Baker, coordinator of legislative serv- 
ices for National Farmers Union, and I am appearing here on behalf 
of National Farmers Union in support of H. R. 9650, 

I would like to take this occasion to express my appreciation and 
thanks to this committee for the notable service it has rendered to 
American agriculture, and the assistance it has given to the farmers 
of the United States, during the 84th Congress. 

It is a wonderful record. If everyone else in authority had only 
done as well, the world would be a much better place to live in. But 
the work of this committee in the face of all the obstacles has done 
a great deal to stem the tide running against the farmers, and we 
realize fully that if it were not for your help and understanding, the 
farmers’ situation would be much worse than it is. 

Your approval of the bill before you this morning will be an im- 
portant step in rounding out the committee’s record of service to 
American agriculture this year, 

H. R. 9650 was introduced by Chairman Cooley on February 29, 
1956. It provides that farmers who obtain price support loans on 
commodities produced by them may, at their election, relinquish their 
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interest in the commodities under loan prior to the maturity date 
of the loan. 

The producer would be authorized, at his election, to convey all of 
his right, title, and interest in and to the commodities constituting the 
collateral for price-support loans, and the Commodity Credit Cor- 

oration would accept such title'and interest in satisfaction of the 
fea 

The producer would remain liable for any fraudulent representa- 
tion, for any deficiencies in the grade, quality, or quantity of com- 
modities stored on the farm or delivered by him, also for failure 
properly to care for and preserve the commodities, and for failure 
or refusal to deliver commodities in accordance with the requirements 
of the program. 

This bill will permit the correction of some rather peculiar situa- 
tions which arise under the present law and practices. As you know, 
when the prices of agricultural commodities are supported through 
loans, the producer pledges or mortgages the commodity to the Com- 
modity Credit Corporation as collateral sec urity for the loan. The 
loan usualy runs for a term of less than 1 year. 

During the period of the loan, the producer retains legal title to 
the commodity and has the right to sechiebs it by paying off the loan, 
plus certain charges. When ‘the maturity date of the loan arrives, 
the CCC takes over the title to the commodity and the producer has 
no more interest therein. The producer is not liable for any deficiency 
if the value of the collateral taken over by the CCC is less than the 
full amount of the loan. 

Sometimes it happens that the price of the commodity held as 
collateral goes up enough during the life of the loan to make it worth- 
while for the farmer to pay off this loan and redeem his collateral. 

Frequently, however, the market price is at or below the loan price 
and would be lower still except for the influence of the price-support 
operation. In many cases, it is fully apparent months before the 
maturity date of the loan that there is virtually no prospect of the 
market price being high enough to make redemption of the loan 
worthwhile. 

In these circumstances, the producers’ interest in the commodity 
under loan is more technical than real, more a matter of form than 
of substance. In fact, instead of being of benefit to the farmer, his 
residual interest in the commodity frequently turns out to be an 
actual detriment. 

There are a number of inconvenient or burdensome consequences 
for the farmer which might result from his retention of the mere 
technical legal title in these circumstances. The worst of these is 
that in a number of the States it subjects him to liability for per- 
sonal property taxes on the entire value of the commodity under loan. 
This, of course, is a most inequitable result. This is the picture: 
The farmer is sitting here with naked legal title to the commodity— 
an interest which is of no value to him and which he doesn’t want— 
but he has to pay taxes on all the commodity—not just on his equitable 
interest (which is of little or no value, anyway) but on the whole 
thing. 

And, as matters now stand, there is no way he can get rid of his 
title, prior to the established redemption date now set up in the loan 
program. He just has to sit there and take it and pay the tax— 
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if he happens to be in a State where it comes prior to the redemption 
date established in the loan program. 

H. R. 9650 proposes a very simple and fair remedy to this situation. 
It would give the farmer a choice as to whether he wanted to hold on 
and pay the tax or whether he wanted to give up his legal title and 
right of redemption so as to free him from the tax. He could make 
this choice at any time and normally would make it in advance of the 
tax assessment dates which occur in the early months of the calendar 
year in most of the States. 

I have heard that there is some opposition to H. R. 9650. Frankly, 
I am surprised at that. I don’t see how anyone could oppose it. It 
had occurred to me that there might be some local tax authorities who 
would be reluctant to lose the revenue. But I did not think that any 
of them would insist that a man should have to pay taxes on property 
when his interest in the property is so slight he would rather give it 
away entirely instead of paying the tax. 

I don’t think for a moment the State legislatures deliberately set 
out to impose a tax in this situation. Rather, this is a situation which 
has arisen in recent years from the applicability of general tax statutes. 

In many States, specific amendments to the law have been made to 
exempt the farmer from taxation in this situation. And in a number 
of other States, the tax collecting authorities recognize the inequities 
of a tax in this situation to the extent that they make little or no effort 
to collect it. 

I feel sure that most of the States where the farmer is still technically 
liable for the tax on commodities under loan would be glad to have the 
matter cleared up by Federal legislation. And, if I may say so, I 
think that any local tax authorities who objected would be pressing 
for their pound of flesh with a vengeance. © 

In brief, it seems that the laws of many States exempt farmers from 
the payment of personal property tax with respect to commodities 
held as security for price-support loans. In other States, the law im- 

oses a liability for tax, but no effort is made to enforce its payment. 

n other States, it is collected in some counties but not all counties. 
And in still other States, the tax is imposed and collected throughout 
the State. 

The States in which this matter is of particular importance and 
concern to members of the Farmers Union include Illinois, Indiana, 
Minnesota, Montana, Nebraska, North Dakota, Ohio, and Wisconsin. 

I am told it has been said that H. R. 9650 would benefit the big 
farmers only. I want to say most emphatically that if we knew that 
were true, I would not be here this morning. 

This committee knows, of course, that the primary interest of the 
Farmers Union is in the welfare of the family-size farm; and that 
is why we are supporting it. It will give the family-size farmers a 
choice—and I want to make it very clear that this should be optional 
with them—of surrendering their interest in a commodity when they 
determine it is not worth the tax burden it entails. 

The bill would give the same right to big farmers, of course, and I 
hardly see how it could do otherwise. But that is not our interest in it. 

It is difficult to estimate in dollars what the value of this legislation 
will be to the farmers, because of the wide variety of conditions which 
exist in the different States and because of the impossibility of pre- 
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dicting the relationship between support prices and market prices in 
the indefinite future. 

However, we are sure that the value to the farmers will be very 
substantial—not only in relieving them of an inequitable tax burden 
in States where the tax is now actually being assessed and collected, 
but also in protecting farmers from potential difficulties in those 
States where tax liability now exists but is not enforced. 

Now, Mr. Chairman, 1 want to comment briefly on the adverse re- 
port of the Under Secretary of Agriculture on H. R. 9650. As you 
distinguished gentlemen may know, I have for some time past been 
something less than enthusiastic about the current farm price support 
policies of the executive branch. 

I would be predisposed to expect them to send up an adverse report 
on almost anything that would raise farm income. But I must con- 
fess that I was surprised that even they would be against this bill. 

I didn’t think anybody would oppose this—not even Mr. Morse, 
who acts for Secretary Benson and President Eisenhower on these 
legislative reports. I hope that further study may convince them to 
change their minds on this bill, Mr. Chairman, just as they did on 
the conservation acreage reserve, that you folks received an adverse 
report on less than 12 months ago. 

Their report first speaks of the possibility that a producer might 
relieve himself of the liability for personal property tax by trans- 
ferring his interest to the Government, and calls that by the ugly 
name of “tax avoidance.” 

Anyone who sees anything morally, ethically, or socially wrong 
about a farmer being relieved of paying taxes on property when he 
has so little interest left in it that he is willing to part with it alto- 
gether is looking at the world through the wrong end of a telescope. 

That, of course, is exactly what this bill would do, and that is why 
it is a good bill. Anyone who wouldn’t help a farmer “avoid” taxes 
under those circumstances ought to have his heart examined as well 
as his head. 

Then Mr. Morse’s report points out that farmers who took advan- 
tage of the provisions of H. R. 9650 would be prevented thereby from 
taking advantage of any possible price rise during the balance of the 
Joan period which would make it worthwhile to pay off the loan and 
redeem the commodity. Of course, they would. 

But we think the farmer ought to have this choice and make the 
choice for himself. And we don’t think he will appreciate such 
crocodile solicitude in protecting him against his own folly in this 
respect on the part of those who seek to protect and improve farm 
income by means of the sliding scale. 

In fact, I think the farmer may be skeptical, as I am, as to whether 
the Eisenhower administration is really worried about this facet of the 
bill. Ithink the farmer may have to look elsewhere, as we will, for the 
real basis of Mr. Morse’s opposition. 

I think the real basis is disclosed in the next objection set up in the 
adverse report by Mr. Morse—namely, that uppers prices have 
encouraged producers to plan their operations on the basis of produc- 
ing extra supplies for sale to the Government and that H. R. 9650 
would provide additional incentives for this course. 
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Now, we have never agreed with Mr. Benson about controlling sur- 
pluses by weakening price supports and still don’t. So if that were 
relevant here, we would disagree with him on that ground. 

We think the price support program ought to be an effective pro- 
gram for protecting farmers’ incomes and that necessary adjustments 
in production can be taken care of without weakening price supports, 
and lowering farm income. 

But that is another matter and has very little to do with this bill. 
You know and I know that farmers are not going to increase their 
production just because Congress passes a law that will give them a 
choice the following year, before tax assessment date, of giving away 
their property rather than paying tax on it. 

Finally, Mr. Morse says H. R. 9650 would complicate the adminis- 
tration of price supports because Commodity Credit would be obli- 
gated to take title to commodities in quantities and at times determined 
at the option of the producer, and thus there would be no opportunity 
for advance planning. 

I just want to point out, Mr. Chairman, that H. R. 9650 expressly 
contains saving provisions which would permit the commodities to 
remain in storage on the farm or elsewhere after the farmer gave up 
the technical legal title and would protect the Government’s interest. 

There would need to be very little change in the way the program 
is administered and no great administrative difficulties are going to 
arise simply from the transfer of title at an earlier date than would 
otherwise be the case. 

In conclusion, let me say that the case for H. R. 9650 seems to us to 
be one of the clearest and most equitable we have ever seen in connec- 
tion with any legislation. We simply do not see how any fairminded 
person could be against it. This bill will be of substantial benefit to 
many members of the Farmers Union and to other farmers as well. 

We respectfully urge you to take favorable action upon it, and we 
hope that it may be enacted into law at this session of Congress. __ 

Thank you very much for permitting me to appear here this 
morning. 

The Cesashaitass, Mr. Baker, we thank you for your statement. 

I want to say, as author of the bill, that I agree with what you have 
said to the committee about the provisions of this bill. I read with 
interest Mr. Morse’s report and he objects to it on the ground that 
it would permit the farmer to relinquish his equity of redemption 
in the commodity. That is the very purpose of the bill. 

And in several States—my own State, I understand, too—they have 
already taken care of this situation by providing that if the com- 
modity is kept under the loan for more than 2 years, then the farmer 
must list the commodity and pay taxes. 

North Carolina does give the farmer 2 years to clear the matter 
up without requiring him to list the commodity and pay taxes on it. 

We have perhaps some information that Mr. Murphy has prepared 
at my request showing what the requirements are in the different 
States. 

As to the law in North Carolina, if I put my cotton in the loan, 
say, in September or October, and get 90 percent of whatever the 
price support is and take that money and invest it in a tractor, Janu- 
ary 1 comes around, I have to list that tractor and pay taxes on 
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it, and I have to list the cotton in the loan in which I only own an 
equity of redemption and pay taxes on that. 

Mr. Baxer. A clear case of double taxation. 

The Cuatrman. And there is no way that the farmer may avoid it 
except one way that I have thought of. 1 think that the farmer in 
that situation could convey his equity of redemption to some charitable 
or church organization, say to the Baptist church, that isn’t required 
to pay taxes; and, therefore, you avoid it anyway. 

In addition to the forthright approach to the matter giving the 
farmer the right to convey that redemption to the holder of the legal 
title, to wit the CCC—— 

Mr. Baxer. There is one other possible way, Mr. Chairman, that 
bears on this comment in the adverse report with respect to whether 
this helps a big or small farmer. If you are big enough where you 
can operate by the trainload or freight-carload—if you are that. big 
an operator, it is possible to transfer commodities physically across 
State lines or assessment dates. 

There is not 1 farmer out of 1,000 or 10,000 that operates big 
enough to be able to afford to do that kind of thing. 

Mr. Poacr. The Government has got the commodity in a ware- 
house and has got the warehouse receipts on it. 

The Cuarman. What he is talking about is cotton that can be 
loaded and sent across the State line and be brought back. 

Mr. Poace. He cannot do it with cotton? I borrow money on the 
cotton. I take warehouse receipts and hand them to the Government. 
I cannot get that cotton out. 

The Cuarman. Some private corporations, I am told with regard 
to tobacco in North Carolina, take the tobacco and haul it across the 
State line and bring it back and put it in storage past the tax date 
time. They can do that. 

As Mr. Poage says, where the Government has the warehouse re- 
ceipt on the commodity stored at a certain location, you would not 
have a right to run across the State lines to avoid taxes. 

Mr. Baxer. Well, over 99 percent of the farmers don’t have big 
enough operations to take advantage of that kind of thing even if it 
were open to them. 

The Cuarrman. They could not handle grain as easily as tobacco 
and cotton, anyway. I am sure that is happening in places in North 
Carolina where they pick it up and haul the tobacco to Virginia and 
do not take it off the freight car, and bring it back the next day, just 
so it is not in the State at the date of the assessment. 

Mr. Hagen. I would like to ask one question. This is something 
hypothetical that will illustrate the point. 

bet us say, Mr. Baker—and I want to say that I feel that I represent 
the small farmer, also—let us assume that in a given county, for 
example, there were 100 small dairy farmers and 1 big barley grower, 
and somebody has to pay the taxes in that county. And the dairy 
farmers are taxed on their land, taxed on their cattle, they are taxed 
on their farms. 

Do you think it would be equitable to permit that barley grower to 
avoid taxation on his product when he is taxed only on the bare land. 
Just shifting the tax over to the dairy farmers, is that equitable? 

Mr. Baxer. In most areas where the price-support program has to 
be in operation, the barley producer who has barley under loan, 
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probably has a less equity in that barley than zero. And if he has any 
equity at all, it is just a marginal amount. If he assesses and pays 
personal property tax on that, he pays the tax on the full value of 
that barley. 

Mr. Hacen. Actually, as a matter of practice, he has made a profit 
on that barley—in many instances the support levels represent a profit. 

The people in the dairy business I referred to, they have got to 
invest in tractors, too. They are taxed on their cows and the tractors, 

You are just selecting a particular group of growers here to benefit 
twice by a Federal program which seriously invades the rights of 
States, and local county governmental rights. 

The CuarrMan. Will you yield a minute? 

Mr. Baker. Yes. 

The Cuarrman. It does not select a particular group—it selects all 
farmers—all producers of all commodities who go into the loan. 

You selected one yourself. You are talking about the barley pro- 
ducer. I do not have any in my State who use the loan, that I know 
of, but the producers of just about all sorts of commodities use this 
or are in this situation. 

Mr. Hagen. Farmers who raise hogs or cattle? 

The Cuarrman. Anyone who is subject to price support. 

Mr. Poage. About that dairy proposition. That dairyman has re- 
ceived his support by the Government buying his commodity. He 
does not have any products left to tax. 

The Government just bought $900 million worth of dairy products. 

Mr. Assirr. He does not pay taxes on that. 

Mr. Poacr. He does not pay taxes at all on what the Government 
bought. 

On the barley, the Government did not buy it, but made a loan. 
The producer has not any equity left because the Government made 
a loan for all the barley was worth and all it will be worth. 

If he thinks there is the slightest kind of equity there he will not 
turn it over. If there is any equity, the provision of this bill will not 
be used. It will only be where there is no equity, and where the man 
has not got any beneficial interest whatsoever-——— 

Mr. Baxer. That is right. 

Mr. Poser. That you can keep him from having to pay taxes twice. 

That dairyman does not pay taxes twice. That dairyman does not 
pay taxes twice, because the United States Government took $900 
million loss, on those dairy products, and it has not lost a penny on 
the cotton program. 

Mr. Jonnson. I do not know what the situation is in Minnesota. 
I know in Wisconsin, their assessments comes on May 1. The farmer 
has his feed pretty well all fed up in the State of Wisconsin. Is that 
true in Minnesota? Is the assessment May 1? The farmers in oats 
and barley and corn that they feed to their cattle, have fed it up dur- 
ing the winter. They may have some carried through the summer 
but most of them, their bins are pretty empty. 

I was talking to Mr. Abbitt. Your assessment comes January 1. 
And if our assessment came at that time we would find our barns all 
full of hay and grain. We are in a better situation due to the as- 
sessment date. 

Mr. Poacr. Ours comes in January, too. 
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Mr. Horr. I am somewhat disturbed about this legislation. We 
have had it under consideration before, as I recall it. I do not re- 
member just what disposition was made of it. 

It seems to me that to justify this legislation you have to get en- 
tirely away from the original concept of price support loans, because 
the original concept in my mind, which is still my concept is that 
price-support programs are for the purpose of enabling farmers to 
get loans at a certain level, principally at harvest time or shortly 
thereafter, in order to stabilize the price of the commodity, not to 
that farmer but to every farmer. 

It seems to me the effect of this legislation,, if we were to pass it 
would be to minimize and maybe do away altogether with that general 
purpose of these loans. Presumably you would offer an inducement 
to every farmer to put his commodity under the loan, whereas I think 
that the purpose is to stabilize prices and not get any more of the 
commodity under the loan than necessary to stabilize the price. 

My thought is that the less of the commodity we have to put under 
the loan the better off we are. 

The Cuarrman. Will you yield? 

Mr. Horr. Yes. 

The Cuarrman. I do not follow that at all. If the man does not 
put his wheat, we will say, under the loan, he owns it outright, and he 
pays taxes. Or, he owns it only on the value of the wheat as it is of 
the date of listing. What we are talking about here now is the man 
who goes ahead and sells. 

Mr. Horr. He does not. 

The Cuarrman. He borrows 90 percent of the value. Then he takes 
that 90 pecent and puts it in the bank. Tax listing time comes along, 
he has cash in the bank and grain in storage. He gets his price. 

Mr. Horr. That brings me to the next point that disturbs me. We 
are trying here apparently in the form of Federal legislation to 
nullify or modify the taxing power of the States. That is a question 
that we should consider very carefully in connection with this legis- 
lation. 

The States have varying rules on this. In my State we tax wheat 
or grain or any commodity the farmer has on hand on the 1st day of 
March, but it is at a very low rate. The legislature has fixed it at 
such a low rate it is not any burden on any farmer. That is true in 
a great many States. 

Other States take the contrary view and have imposed taxes that 
perhaps are not fair. I do not know about that. I am not familiar 
enough with the law in all of the States to pass on that. 

I do know that in a great many States that the tax upon farm com- 
meses which are on hand at the date of the assessing time is quite 

ow. 
_ The same thing applies to intangible assets or money. In our 
State—I think that is true in most States—while you are presumed to 
turn in your cash on hand and your bonds and securities, it is on an 
intangible tax rate and very, very low and no burden on anyone. 

It seems to me that in an effort to do away with injustices that may 
exist in a few States, we are creating some more serious problems, in 
that we are, as a matter of principle, doing away with the original 
purpose and idea on which the farm programs are based. 
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In the second place—— 

The CuarMan. Will you yield. 

Mr. Horr. In just a moment. 

In the second place, I question very much the right or the propriety 
of passing legislation here that will interfere with the rights of the 
States to levy taxes on personal property. 

The Carman. It does not dothat. If you will yield. It does not 
interfere with the right of the State at all. It just gives to the farmer 
the right to relinquish his equity of redemption. 

Mr. Baxer. That is right. 

The Cuarrman. I agree with you on the intangible tax proposition. 

Mr. Horr. It is to relieve the farmer from taxes. That is the only 
argument. 

The CHarmman. It will put the farmer in the position where he 
might relieve himself of double taxation. 

To go back to my original suggestion, suppose the man borrows 
$10,000 on cotton and takes that $10,000 and invests it in farm ma- 
chinery. That farm machinery has to be listed. At the same time 
he has to list that commodity, just as though he owned it in its entirety. 

As a matter of fact, his equity of redemption in it may not be worth 
a nickel. Yet he has to pay full value on $10,000 commodities and 
$10,000 machinery. Is that not the way it is? 

Mr. Baxer. That is right. 

The Cuarrman. Now if he puts that cash in the bank, then he is 
going into the intangible tax bracket. 

The man who sells the grain and buys machinery will have double 
taxation. 

I think the bill has merit. The idea has already been settled in 
North Carolina. That State has taken care of the situation. I 
haven’t a single complaint from anybody in my district or State. 

I am interested in the principle that is involved here. Under the 
present situation the farmer cannot relinquish his equity of redemp- 
tion. All we are doing here is saying to him, whatever State he is in, 
if at tax listing time he concludes he has no value in the commodity, 
he turns it over to the Government. He avoids paying double 
taxation. 

Mr. Baxer. It is in line with what Mr. Poage pointed out a moment 
ago. The reason that we are discussing this, the reason the problem 
arises, is surely because some commodities are storable and others are 
not. 

Mr. Poage pointed out those that are not storable. We change the 
title immediately at the time the Government steps into the picture, 
the Federal Government. On these commodities that are not storable 
the title would have transferred well before any of these questions 
arise. 

Mr. Horr. But you do not have price support loans on those com- 
modities, the nonstorable commodities ? 

Mr. Baxer. That was my point, Mr. Hope, that you do not have 
loans. You have direct porchase. And the entire title transferred 
without any right of redemption. 

Mr. Horr. You have a different program. 

The Cuamman. You would not have the question of double taxation 
arising except for the fact that you have a loan? 

Mr. Baxer. That is right. 
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Mr. Anernetuy. May I ask one question ? 

Mr. Poage (presiding). Yes. 

Mr. Asernertuy. I do not think that this is directed necessarily to 
the witness. Probably this will appear later in the hearing. 

I just wonder if there is anyone here who can give us any idea in 
what State this situation prevails. 

Mr. Hagen. I can give you that information. 

Mr. Asernetuy. And further, whether or not there is objection 
from the taxing authorities in any State. 

Mr. Hagen. I can answer your question. This problem arose in 
California. I know California ciiecte I doubt if the taxing 
agencies in these other States are aware presently of this legislation. 

I received this from Mr. Cooper who is in the audience. 

The States that levy ad valorem personal property taxes as applied 
to farm products in the taxing area on tax date are Minnesota, Wis- 
consin, in some townships, Illinois, Ohio, Indiana, Montana, Cali- 
fornia, Nevada, Utah, Missouri, Nebraska, and in Iowa they have a 
special rate on commodities under price support loans. In South 
Dakota and in Kansas they tax at the moment of harvesting, there is a 
special tax. Those are the 13 or 14 States that apply some kind of a 
tax in the situation. 

Texas has a constitutional provision on this tax—Oregon, Wash- 
ington, Idaho, North Dakota, New York, Pennsylvania, all of the 
New England States, Michigan, Wyoming, Colorado, Louisiana, 
Arkansas, and Arizona have no provision on this. 

And the Department was unable to get reports from the South- 
eastern Coastal States. 

Mr. Huw, Will you yield? 

Mr. Poace. The gentleman from Mississippi has the floor. 

Mr. Anernetuy. With all deference to the testimony of Mr. Baker, 
I do not think this should be made a small or big farmer issue. I 
think it is pretty well known that most of these crops that are in the 
hands of the Commodity Credit Corporation, a large percentage of 
them, do come from large farming interests. 

I cannot help but be sympathetic with the expression made by Mr. 
Hope about this legislation. Paras 

I just think that maybe if the States oppose this thing that the issue 
is one that probably ought to be settled with them. 

There are other types of lending benefits to the farmers. If my 
local bank would make a loan to a farmer on his crop, that same 
situation that our distinguished chairman referred to would prevail. 
There would be double taxation in that instance. It would result in 
discrimination, it occurs to me, against those who finance their crops 
through private lending agencies. _ 

I haven’t formed any definite opinion about it. I would like to hear 
more about this bill before it goes out. 

I yield to the gentleman from Utah. 

Mr. Drxon. In answer to your question, I have received a petition 
from the Utah State Organization of County Boards of Commis- 
sioners, representing every board of county commissioners in the 
State of Utah, protesting the passage of this bill on several grounds; 
first, it spirits away property which they have been taxing. — 

Mr. Apernetny. Is it an appreciable source of revenue in Utah? 

Mr. Drxon. Definitely. Secondly, on the ground that it imposes 
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greater taxation on other farmer’s property because it cannot assess 
this taxable property; third, on the ground that they do not know 
where to go for support for their schools, roads, and other functions 
of the government; and fourth, on the ground that it usurps the State’s 
rights. They ask the question, “How far is the Government going to 
go, to take away from the States their right to conduct their own 
affairs?” 

That is in answer to your question. We have received an objection 
from the taxing authorities of our State. 

Mr. Hux. Will you yield to me? 

Mr. Anernetuy. Yes, sir. 

Mr. Hux. I would like to state this for the benefit of the gentleman 
from California, that I received yesterday, along the line that you 
are asking the witness: 

California’s 58 county governments vigorously oppose any approval of H. R. 
9650. This bill constitutes substantial inroads on the property tax base of 
California local government. Many school and special districts would be hit 
severely. The effect of the bill would be legalization of the invitation of over 
$1 million in property taxes annually in California alone. 

That is signed by W. R. McDouglas, general manager, County 
Supervisors Association of California. 

I will read one from home, Denver, Colo., dated the 16th, and it 
is to me: 

Regarding H. R. 9650, we are opposed to this bill in its present form. It 
permits transfer of taxable products to a Federal agency, thereby escaping local 
taxation, and in lieu of tax payment requirement where transfer is made to 
Commodity Corporation. 

(Signed) J. Reep Snyper, 
Counsel, Colorado Association of County Commissioners. 

That is what I wanted you to know. 

Mr. Azernetuy. I would like to pose this situation. A tax lien 
becomes fixed as of a certain date in my State. That property is 
subject to a restrainer and a sale, if the tax is not paid. 

I do not know whether it is applicable to this type of commodity 
ornot. I don’t recall that itis. I don't think it is. 

But in any event, on personal property and real property, for that 
matter, the tax lien is fixed the first day of January. 

If that property is transferred to the Federal Government, or anyone 
else, on the 2d day of January or any day thereafter, the lien remains 
fixed. 

I presume that situation prevails in other States. I do not see 
how the passage of this law would eliminate that lien and prevent 
the State from moving in under a restrainer and selling the property 
for taxes simply. The Government has loaned the money on the 
property with full knowledge of the fact that it is subject to taxation. 

Mr. Poage. Unless the man transfers the property to the Gov- 
ernment before the Ist day of January, this bill would not have any 
effect, of course. The tax lien does attach and remains attached. 
But if the transfer is effective before the assessment date, then there 
isn’t any tax payable on the commodity. No lien attaches. 

Mr. Baxer. According to information I have, in Mississippi there 
is an exemption of all farm products grown in Mississippi for a period 
of 2 years after they are harvested, where the title remains in the 
name of the producer. 
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So that in Mississippi you have got, in our opinion, an excellent 
State law which covers this matter, and the problem before the com- 
mittee does not arise in Mississippi. 

In Utah agricultural commodities pledged to the CCC are under 
the law subject to tangible personal property tax assessable by the 
counties. However, only one county in the State last year imposed 
a tax on grain in storage. 

The State tax commission at the present time says it has no inten- 
tion of subjecting grain to personal property tax. 

And in Colorado there is a tangible personal property tax. It has 
not been the practice to assess agricultural products, although there 
is no specific exemptions in the law. 

My information may not be detailed correct, but that is the infor- 
mation I have. 

Mr. Apernetuy. If the title to an agricultural commodity has 
passed over to the Government under this bill, assuming it was the 
law, after the tax lien was fixed, is that property then subject to a 
restrainer for taxes ¢ 

Mr. Baxer. This law would not apply in the situation that you 
mention, as I understand it. It provides that the producer must 
relinquish his title prior to assessment date or the date you call when 
the tax lien fixes. 

Mr. ABerNEtHY. Prior to assessment ? 

Mr. Baker. Prior, that is correct. 

Mr. Hacen. Counsel for the Department is here. 

Mr. Baker. It is purely academic in Mississippi, because you have a 
State law that sets this thing aside for 2 years which is well beyond 
redemption dates now set by the Department of Agriculture. 

Mr. Apernetuy. I do not recall ever having seen a bale of cotton 
sold for taxes. It may have been. 

Mr. Baker. That fortunate situation is not true in the States that 
Mr. Hagen read, such as Montana and some others. 

It seems to me, Mr. Hope, one effect of the present situation is that 
the de facto support level in Mississippi, for example, is higher by 
whatever the amount of the Montana tax is, than the de facto support 
level is in Montana. 

Mr. Asernetuy. I do not find in this bill the language to which 
you refer that if they make the transfer prior to the date of taxes— 
I don’t see that in here. 

Mr. Baker. You don’t have to assess anything. You do not have 
a tax lien on anything if you do not own it on the assessment date. 

Mr. Poage. There is nothing in this bill that refers to taxing at all 
that I know of. 

Mr. Baxer. There would not be any tax lien, if you did not own 
something at assessment date. 

Mr. Poace. That is obviously correct. If the man does not own 
anything he is not subject to taxes. 

r. Baker. Sure. 

Mr, AnerNetuy. Suppose he transfers it after assessment date, the 
date that the tax lien becomes fixed, which is the 1st day of January 
in my State—and the Government becomes the owner of it on the 2d 
day of January, the date of the transfer, we will say are the powers of 

79991—56——2 
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the State superior and so strong that they can sell that bale of cotton 
even though it belongs to the Federal Government for taxes? 

Mr. Baxer. What is it with respect to a house or an automobile 
or horse? Unless it is covered in the contract, the fellow, of necessity, 
has to pay the taxes. 

Mr. AsernetHy. So long as it is the Federal Government I do 
not know whether they could or not. Maybe the Solicitor from the 
Department can answer that. I just don’t know. 

Mr. Poace. The Federal Government goes to a great deal of trouble 
when it buys real property to have the abstract run down to find 
out whether there is a tax lien on it or not. That is my opinion. 

Anybody else? 

Mr. Jones. Would it not have the effect, though—my colleague 
and I were discussing this on this grain that was stored on the farm, 
won’t the passage of this bill discourage the storage on the farm 
because the fellow certainly would not want to relinquish the title 
and still have it stored there? Would that not be one of the effects? 

Mr. Baxer. Why not, Mr. Jones? I don’t follow you. This bill 
covers that point by saying that it would remain in undisturbed 
storage. 

Mr. Jonxs. I would not want to permit the storage of a product in 
which I had no interest at all to take up storage on my own farm: 

Mr. Baxer. In the first place, you would benefit in the early part 
of the year as the result of your price support loan. 

Mr. Jones. That would be just like my selling you a cow and then 
let the cow stay on my pasture. 

Mr. Baxer. I have bought and sold cows that way, Mr. Jones. 

Mr. Jones. How? 

Mr. Baxer. I have bought and sold them that way. 

Mr. Jones. I don’t think I would want to keep your cow after 
I had sold it, and keep it occupying the space. 

Would this not apply 

Mr. Baxer. Excuse me, sir. Under existing operations, after the 
redemption date, grain often remains on the farm where it is stored 
for not only several weeks or a month or so, but sometimes 2 or 3 
years under seal, where the farmer in effect is storing it for the 
Federal Government. 

Mr. Jones. He is getting nothing for that though, you see. 

Mr. Baxer. He gets paid for that. 

Mr. Jones. He would still want pay for that grain that was stored 
on his farm, though, would he not? 

Mr. Baxer. He has already in this case more or less received it by 
having had the privilege of price support loan. 

Mr. Jones. So much storage per month on that? Is it figured on 
the monthly basis? 

Mr. Baxer. It ison an annual agreement; yes. 

Mr. Jones. Another thing, talking about this lien, after all the 
fellow has all of his assessment there—while this property might be 
included, the State would go on and sell any part of that property 
with the Government lien, not take any specific item. 

Mr. ABERNETHY. Sell a sufficiency of it. 

Mr. Jones. Of course, that would not enter into it. 

Mr. Drxon. I would like to ask the witness two questions: First, is 
that not a matter for the States to decide what property they can tax 
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and what property they should not? Why should the Federal Govern- 
ment take that power away from them ? 

Mr. Baxer. We are not asking the committee or the Congress to 
decide what kind of property the States may tax. 

Mr. Drxon. Yes; but you are asking 

Mr. Baker. We are asking the committee—wait a minute—we are 
asking the committee here to decide on whether or not this fixed and 
unchangeable rule with respect to the Federal price-support program, 
that a certain fixed nationwide redemption date is established for the 
price-support program, whether you want to continue down through 
the years 

Mr. Drxon. But you are asking Congress 

Mr. Baxer. No; we are not. 

Mr. Dixon. Congress to permit owners to spirit away this taxable 
property. 

Mr. Baxer. No, sir; you are asking—respectfully, you have got 
a right to your opinion, but I think you are incorrect in terms of 
facts 

Mr. Dixon. My opinion is that the sole purpose of the bill is to 
spirit away tangible property that the States can tax. 

Mr. Baker. No,sir. 1 would say, you are using very highly colored 
evaluated words to completely misrepresent the purpose of the bill, 
sir—that you are using—and the purpose of the bill is to change one 
of the rules related to the Federal price-support program. And the 
only rule that it changes is: When do I have a right to turn over my 
residual interest and legal title to the commodities on which I have 
already received the Commodity Credit Corporation loan? 

Usually just before. This does not affect State tax laws or any 
other act. And the purpose of the legislation is to eliminate some 
obvious inequities in the present rigid rule with respect to redemption 
date. It does not change the State’s right, their own rights with 
respect to taxation, or any of their other rights. 

Mr. Drxon. A second question: Will this not lead to a precedent 
whereby any farmer who has a loan through the Farmers Home loan 
or the association or where there is a real estate mortgage being fore- 
closed or a chattel mortgage being foreclosed to want to request that 
all taxes be exempt on that? 

Mr. Baker. That automatically occurs now; yes, sir. 

Mr. Drxon. Can the county still hold a lien on that property for 
the taxes? 

Mr. Baker. When the Farmers’ Home Administration repossesses 
chattels covered by the mortgage prior to assessment date as this bill 
provides, you do not owe any tax on it, if you do not own it on assess- 
ment date. 

Mr. Drxon. But cannot the county still hold the tax lien on that 
property? When it is resold they will collect their taxes? 

Mr. Baker. If you do not own the property on assessment date they 
do not have a tax lien. 

Mr. Dixon. They might not be able to collect from that farmer, 
but they still retain the tax lien on that property. 

Mr. Baxer. No; not if the man didn’t own it on assessment date. 

Mr. Dixon. Not against him, but against the future buyer—he has 
to pay the taxes back to the Government ? 
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Mr. Baxer. Only if he owns that property in your State. That is, 
on assessment date. 

Mr. Dixon. The future buyer would owe it. 

Mr. Baxer. The future buyer is the man that is under the tax 
law, whatever his status is with respect to the tax law, but not me— 
wait a minute—I think we haven’t yet made clear, Mr. Chairman, to 
everyone just what this entails. The only thing that is entailed in 
this bill is that instead of not being allowed to relinquish my owner- 
ship of wheat, prior to June 30 or April 15 or whatever the date is 
in different States, I must hold ownership of that, the legal title to 
it, and tax liability on its entire value, even though my part of what 
I own in that may be less than zero or it might be a little bit more than 
zero but never, as the chairman pointed out, more than 10 or 20 percent 
except in a very unusual situation. 

Now then, if I relinquish that title which this would allow me to 
do prior to the assessment date, there is no tax lien, no tax liability, 
no nothing. I do not own it. It belongs to somebody else. The 
same way exactly as if I was a Farmers’ Home Administration bor- 
rower and I have two cows and a turning plow and I default on my 
loan. I won’t bring the operations into this. Me and the man, the 
county supervisor, decide that it would be better for the Government 
and for me if I would let him have the turning plow and the two cows 
back. And I let him have them back on March 29, and the assess- 
ment date is April 1. 

I do not have to assess that property. No tax lien against me. 

These two situations are entirely comparable. 

And what we are suggesting here in this bill is that you make a 
price support program comparable to the way the other program that 
you suggested already operates. 

Mr. Dixon. But the programs I suggest still retain the lien on the 
property so that future buyers have to pay the county 

Mr. Baker. No, sir. 

Mr. Drxon. And the State their taxes. 

Mr. Baxer. No, sir; not a bit more. It would work exactly the 
same way as the ones that you are talking about because if the county 
supervisor and the Farmers’ Home Administration in Utah County 
takes my two cows and turning plow, I do not know what the Federal 
Government’s liability is on that in Utah, whatever it is, it is the 
Federal Government that owns the cows and the plow. They sell it. 
The same thing is true of the wheat that I turned over. 

Mr. Drxon. In a real estate mortgage the taxes are added to the 
amount of the mortgage and when the property is resold the county 
reclaims the tax. 

Mr. Poace. We are just beating over a lot of ground here because 
there is some confusion about the year you are talking about. 

Mr. Baxer. That is right. 

Mr. Poaee. It is perfectly clear that in the year of 1955, John 
Baker owns a piece of property, whether real or personal, it does not 
make any difference—if he owns it at the assessment date for 1955, 
the taxes on that are chargeable to John Baker. 

Mr. Baxer. That is right. 
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Mr. Poacr. And becomes a lien upon the property whether the 
United States Government takes it or whether Bob Poage buys it or 
it remains in Baker’s hands. 

Mr. Baxer. This bill does not change that situation. 

Mr. Poacr. But if before the assessment date of 1956, the United 
States Government acquires title to that property, it is perfectly true 
tnat if it is real estate and there is a lien already outstanding, the 
fact that the Government acquires title to it does not wash out the lien. 

Mr. Baxer. That is right. 

Mr. Poage. It is still there. 

Mr. Baxer. That is right. 

Mr. Poace. But there is no new lien attaching for the year 1956, if 
the United States Government owns it on assessment date for 1956. 

Mr. Baker. That is true of land or turning plows or wheat. 

Mr. Poage. And I am the owner of the property in 1956—he sells 
it to me—of course, I owe the taxes for 1957, but I do not owe any for 
1956, if the United States Government was owner then. 

The 1955 lien is unsatisfied, it is still subject to the hen when I get 
it. There is no new lien acquired during those years that the United 
States Government is the owner. 

Mr. Drxon. Suppose there is an unsatisfied lien on this grain, and 
the Government takes it over. 

Mr. Poacge. I think it depends entirely on the State laws as to how 
far you can follow liens. Ev ery State law follows liens on real estate. 
Some do not on personal property. 

So far as this bill is concerned it would not destroy any liens that 
attach under State law to grain or other commodities, if it is still 
there under State law. There would be no new lien in 1956 attached. 
You might have a lien for 1955. It might be enforcible or might 
not—that would depend on State law entirely. 

But this bill is not going to change that one way or the other. 

But this bill will keep a new lien from attaching for a year in which 
the United States Government owns the property on assessment date. 

Mr. Lover. Will you yield ? 

Mr. Poace. All right, go ahead. 

Mr. Lovrr. Mr. Baker, do you know roughly how much revenue 
the various taxing units would lose by virtue : of this bill? 

Mr. Baxer. I do not have the exact figure, Mr. Lovre. It does not 
amount to much, 

Mr. Lovre. Does it amount to much ? 

Mr. Baker. No, it does not. 

Mr. Lovre. How much revenue do the various taxing units now 
receive by taxing these grains? 

Mr. Baxer. In South Dakota, under the law, the producer who 
owns a commodity on May Ist, becomes liable for a tax of one- eighth 
of 1 mill. 

Mr. Lovre. That is right. It varies; it is very small. 

Mr. Baxer. On per bushel on all grain owned by him during the 
preceding year, whether placed under Government loan or otherwise 
disposed of. 
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Mr. Lovre. What I am trying to find out is this 

Mr. Baxer. Under this bill your producers would gain one-eightl: 
of 1 mill per bushel. And I do not know what the enforcement situa- 
tion is in South Dakota—you might know better than I do—I don’t 
know whether they are even enforcing this small tax or not. 

Mr. Lover. What I am trying to find out is how much in dollars 
and cents does this mean in the way of loss of revenue to the various 
taxing units? 

Mr. Baxer. Do you happen to have the figures, how many bushels 
of price-supported grains are produced in South Dakota. If you 
multiplied that by one-eighth of a mill per bushel it would not mean 
very much. 

Mr. Lovre. My question does not relate to South Dakota. I mean 
all of the taxing units. 

Mr. Baxer. Let us take a billion bushels of wheat at one-eighth of 
a mill. Assuming that all of it was affected by this bill 

Mr. Lover. What I am trying to find out is, will this be of much 
help financially to the producers of price-supported commodities / 

Mr. Baxer. In some States more than others. As I pointed out a 
moment ago, in Mississippi, for example, they are already in this 
favorable situation. 

In Utah the State law requires them—the State law says, “you are 
ph ceo to pay it,” but in only one county last year was there any 
collection. So in Utah it is not going to help any farmers or hurt 
any tax people. 

Mr. Lovre. If it does not mean very much 

Mr. Baxer. In a few States, like Montana, Minnesota, some of the 
others that Mr. Hagen named a while ago, this is important percent- 
agewise to the producers. I understand it is in Missouri. 

Mr. Lovrr. What I would like to know—what I am trying to find 
out is—how much loss in revenue to the various taxing units will this 
bill mean. In other words, does this mean a lot of dollars and cents 
to the producers? Is it a saving to them or what? What prompts 
this legislation? What is back of it? 

The Cuarmman. The thing that is back of it is that these people are 
likely to be subjected to double taxation. 

Mr. Lovre. In dollars and cents, how much would it be ? 

The Cuarrman. Nobody can answer that. You would have to know 
the tax rates of all of the different localities and counties. You would 
have to know the value of the commodity and all of those things. 

Mr. Lover. That should be easily ascertainable, because I imagine 
all of the States know how much revenue is obtained from tax on grain 
and so forth. 

The Cuarman. This is the principle that appealed to me. This 
would enable the farmer to divest himself of an equity of redemption 
which isn’t worth a nickel to him. He has to pay taxes on it if he holds 
it. If he relinquishes it, he does not have to pay double taxation. 

I do not care whether it is $10 or $10 million. It is the principle 
involved. ‘The idea has already been sold to my legislature. We have 
taken care of it in North Carolina. Mr. Garland has some figures on 
it for the different States. 

Mr. Dixon. Will you yield to a question ? 

Your legislature has passed that. Is that not the place where it 
should be done rather than by the Federal Government? 
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The CHairman. We are dealing now only with the Federal Govern- 
ment’s legal title. The Government under the loan has the legal title 
and the borrower has the equitable title. All we are doing is to convey 
it tothe Government. We are giving him that right. 

Mr. Drxon. You would not take that right away from our State 
and counties, would you? 

The CuHarrman. The State has nothing to do with it. It isn’t in- 
volved. It is only collaterally affected by it. The lender is the Gov- 
ernment. They are the two contracting parties. The State has no 
right in it. 

Mr. Dixon. No right but still the security on the property to be 
taxed is spirited away before the assessment date, so that the State 
cannot reach it for tax purposes, 

The Cuarrman. It is not spirited away. It is released to the Gov- 
ernment. The Government owns legal title. The farmer completes 
the title by conveying the equity of redemption. 

Mr. Baxer. With respect to Utah, the tax authorities in Utah have 
not indicated any desire to exercise their legal rights, under State law 
to tax these commodities. 

Mr. Drxon. Yes, they have. 

Mr. Baker. We are talking here only about future protection. 

Mr. Drxon. Members of the State organization of county commis- 
sioners are all protesting this bill. I have that information here. 

Mr. Baxer. They must be protesting on the basis of principle, 
because they have not been collecting any taxes on this. 

The Cuatrman. If there are no further questions, Mr. Baker, we 
have some other witnesses. 

Thank you. 

Mr. Baxer. Thank you very much, Mr. Chairman. And I would 
like one last point. I made it about three times in my statement but 
I want to tie it down. 

In any amendments or revisions to this bill, it is very important 
that the option remain with the producer as to whether he does or 
does not redeem prior to the date that is set up in the special law. In 
other words, this is not a mandatory thing in the bill as it is now writ- 
ten. And we hope that it will not be made, if the bill is amended; 
in other words, leave the option with the producer to do what he wants 
to prior to the assessment date. 

The Cuarrman. I think that is good. 

Mr. Baxer. I just wanted to tie that point down in case of 
amendment. 

Mr. Apsirr. The only thing the bill does is just move up the date 
in which title passes. 

Mr. Baxer. That is correct. For those who desire to have their 
date moved up. 

Mr. Ansitr. To what? 

Mr. Baxer. For those individuals who desire to have their date 
moved up. 

Mr. Azsirr. In other words, instead of waiting until December to 
pass title, you will give me the right to pass it in July? 

Mr. Baxer. That is all the bill does, as I understand it. 

Mr. Warts. As to grain that is stored on the farm during the year 
that the farmer has to redeem it, does the Government pay storage 
on that? 
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Mr. Baxer. I think not. 

Mr. Warts. But after the year they do? 

Mr. Baxer. I think so; yes, sir. 

Mr. Warts. Would the passage of this bill—say, a week after it 
was stored, the farmer decides to relinquish his equity redemption, the 
Government does pay storage from the time he relinquished his 
redemption ? 

Mr. Baxer. I would be happy to entertain such an amendment to 
this bill but this bill does not provide for that. 

The Cuatrman. Actually, now the farmer can withdraw the com- 
modity and pay off any time he wishes. 

Mr. Warrs. This is what I understand has happened. 

They store the grain on the farm and the farmer furnishes the stor- 
age for the first year. At the end of that time the Government takes 
it over and the Government then is paying for his storage until the 
Government gets ready to move it out of those storage bins. 

My point is that if you allow him to relinquish the equity redemp- 
tion the day after he puts it in there the farmer would iemuiniiabthy 
begin to draw storage. That might not be objectional. I do not 
know. 

I think it ought to be brought out because we do have tremendous 
storage bills as it is. 

Mr. Assirr. Have what? 

Mr. Warts. Tremendous storage bills. 

The Cuarrman. You would have a storage bill at any time the Gov- 
ernment is entitled to it. 

Mr. Warts. That is right. If you move up the period of time that 
the farmer could turn it over to the Government the farmer would 
be drawing an extra year’s storage, whereas he is furnishing storage at 
present. 

The Cuatrman. Like a promissory note which reads that on or 
after such a date the farmer agrees to pay such an amount. This 
means that any time the farmer wants to pay off the loan he may pay 
it off, anyway. 

Mr. Warts. That is true. But the Government might not be in 
position to move that grain out and it would result in the Government 
paying probably an extra year’s storage on all grain that is stored on 
the farms. 

The CuarrMan. That is correct. 

Mr. Anpresen. Mr. Baker, would you recommend that the same 
rule be applied to real estate loans when the Farm Credit Adminis- 
tration makes a loan on real estate? 

Mr. Baker. The same rule does now apply, sir, to both real estate 
loans and production loans, Production Credit Association, and Fed- 
eral land banks and the Farmers Home Administration. 

Mr. AnprEseN. When the Government makes a loan on land, which 
the farmer occupies and uses, would you make the same rule apply for 
mortgages of that kind that the farmer at his option could transfer 
his title? 

Mr. Baxer. It does now apply. 

Mr. Anpresen. I do not think so. 

Mr. Baxer. To all of these the same rule that this bill would give, 
apply to commodities under Commodity Credit Corporation loans. 
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Let me explain what I mean because I am afraid I have not made it 
clear yet. 

I borrow money from, say, the Federal land bank or the Farm Loan 
Association and buy a farm with it. Then the man and I decide 
that I am going to relinquish my title to it and let the Production 
Credit Association have it back to assessment date. 

I do not have any tax lien. I do not assess that property. It be- 
longs to somebody else. 

I have the farm ownership loan from the Farmers’ Home Adminis- 
tration. And the man and I decide, Mr. Poage, prior to assessment 
date, that I might do better working in the shoe factory. And I turn 
the ownership of that over to the Federal Government. 

Mr. Poace. But you and Mr. Andresen are talking about two dif- 
ferent things. It does work exactly like you are saying so far as the 
taxes are concerned, but Mr. Andresen’s argument really, as I see it, 
is that there is a deficiency that can be satisfied against the individual. 
It does not necessarily satisfy his indebtedness by turning the security 
over. 

Mr. Baxer. Any already existing indebtedness would not be for- 
given by this bill. 

Mr. Poager. I understand that, but the point was, I think, that you 
and Mr. Andresen were talking about entirely different things. Mr. 
Andresen is talking about a deficiency judgment. 

Mr. Anpresen. No. Let me restate it. Mr. Baker, you go to the 
Farm Credit Administration, the Federal land bank, and you borrow 
$10,000 on your farm. 

Mr. Baker. Yes, sir. 

Mr. AnprEsEN. Now, would you have the same principle apply for 
land that has been mortg: aged ‘to the Government, so that a farmer 
could relinquish his title prior to the assessment and get out of paving 
taxes ! 

Mr. Baker. That is the existing situation now. 

Mr. Anpresen. I disagree w ith you on that. 

Mr. Baxer. Because if that mortgage has to be repossessed, the 
chattel, the security of that mortgage has to be repossessed and re- 
possession takes place—the change of title takes place prior to the 
assessment date. I do not go down to the tax assessor and assess it. 
That is all this bill provides. 

Mr. ANprEsEN. You recommend that this rule be made applicable 
to any farmer on farmland ¢ 

Mr, Baxer. They already are. 

Mr. ANpresEN. I do not agree with you. You recommend—— 

Mr. Baxsr. No, no. My point is 

Mr. AnprEseN. You recommend that this rule be applicable to—— 

The CuamrMaNn. He has not said that. 

Mr. Baxer. I haven’t said that, Mr. Andresen. 

Mr. Anpresen. I do not agree with him. 

Mr. Baxer. Let us go over the territory then a little bit more 
slowly. Maybe I misunderstand your question. 

Mr. AnpreEsEN. Let me restate it again to you. 

Here is John Baker today, and you get a loan of $10,000 on your 
farm, from the Federal land bank. The assessment date is January 1. 
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And do you recommend that this proposed legislation be applicable, 
so that the farmer can transfer the title to his land prior to the 
assessment date and avoid paying taxes on his land? 

Mr. Lovre. Will you yield to me? 

Mr. ANprEsEN. I want him to answer the question. 

Mr. Baxerr. Now then, let me repeat the question and apply it both 
to land and to wheat under a CCC loan to be sure that I understand 
what the question is. 

Mr. AnpRESEN. You are getting a loan today on your land. 

Mr. Baxer. I am getting a loan today on this date, say, June 20, 
1956, all right. I borrow money from CCC. 

Mr. Anpresen. No, from the land bank. 

Mr. Baxer. I borrow from CCC, using wheat, in effect, as the col- 
lateral for that loan, on June 20, 1956. I borrow $10,000. 

Mr. AnpresEN. You are on something else. That is all. Mr. 
Chairman. 

Mr. Baxer. I am trying to show you that these cases are parallel. 

The Cuarrman. You are talking about a nonrecourse loan now. 
Mr. Andresen, I think, has reference to a recourse loan. 

Mr. Baxer. The same principle applies, though, I think, Mr. 
Cooley. I also today borrow $10,000 from the Farmers’ Home Ad- 
ministration on a farm ownership loan. That was your question ? 

Mr. Anpresen. I said the Federal land bank. 

Mr. Baxer. Let us make it the Federal land bank. 

Mr. Poacr. The Federal land bank has to pay taxes. If it isa 
catch question he is right. The Federal Government takes it over, 
but the Federal Government does not take it from the Federal land 
bank. They might take it to the New York Life Insurance Co. And 
it is still subject to taxation. 

Mr. Baxer. I think the Congressman is seeking light rather than 
heat on this particular question. 

May I continue with this parallel example? 

I borrow $10,000 on lag: and for purposes of the example I do 
not see that it makes any difference whether it is the farm loan or 
the Farmers’ Home Administration, for that matter. I borrow 
$10,000 to buy land. 

And I also borrow $10,000 using wheat as collateral from the CCC 
on a loan. 

This occurs on June 20, 1956. 

Come the assessment date in 1957, that will be January 1, 1957 in 
your example. If I own that land, have the legal title to that land 
on January 1, 1957, I go down to the assessor and tell him that I 
own it and the assesed value is so much. And I thereby assume the 
tax lien, whatever the tax is, on that ownership. 

If I still own that wheat on January 1, I do the same thing under 
the personal tax loan. 

Now then, if prior to January 1, 1957, under this bill, I am able to 
turn the ownership of that wheat over to the Federal Government or, 
for that matter, if I were to sell it to somebody else, I would not own 
it on January 1, 1957. Therefore, I would not assess it. Therefore, 
I would not assume any tax lien on it. 

And the same thing exactly is true with respect to the land that 
is the security for that real estate mortgage, because if I sell that to 
somebody else, or if the Farmers’ Home Administration repossesses 
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it. prior to January 1, 1957, I do not own it. There is no point in 
my going down and talking to the tax assessor about it. 

So it seems to me like what this bill does is put me as a debtor to 
CCC, on the same status that I am with respect to Farmers’ Home 
Administration or the Federal land bank. The only difference in 
these two cases is that present nationwide fixed uniform legislation 
or administrative ruling says that repossession of my OCC loan can- 
not take place with respect to a particular commodity until such 
and such a date. That is established nationwide and no change under 
any circumstances. 

And this bill would change that to put me in the same shape that 
T am with respect to the mortgage that I am going bad on with the 
Farmers’ Home. I can turn it over to the man and tell him to get it 
and repossess it whenever I want to. 

And this bill would allow me to do the same thing with wheat or 
cotton or anything else. 

Mr. Lovre. I only want to make this one observation, that you have 
a wide difference between real and personal property taxes. Real- 
estate taxes follow the land and not the person. While personal 
property tax, even though it is a lien on the personal property it 
follows the person. It is altogether different. 

Mr. Baxerr. That is true, Mr. Lovre, everything that you said. But 
as I understand it is completely irrelevant to the bill under consider- 
ation because this eliminates your having any tax liability at all, if 
you do not own the stuff on assessment date, just as if you relieved 
yourself of ownership. 

Thank you for clarifying that. 

Mr. McIntire. There is one point on which I would take excep- 
tion to your comparison, Mr. Baker, that is, in connection with the 
title of your personal property. On real estate which may be sub- 
ject to lien, this bill would provide the grower or the producer with 
the option of transferring title, but in case of a lien on personal 
property or real estate that might be held by the Farmers’ Home 
Administration, the producer does not hold that option or the farmer 
does not hold the option of transfer of title, it would only be on 
acceptance on the part of the Farmers’ Home Administration. 

Mr. Baxer. The option, however, is in my hands at every moment 
of the day and every day of the year with respect to relinquishing 
chattels. 

Mr. McIntire. You may default. 

Mr. Baxer. The option is with me—I can default and force them 
to foreclose if they want to protect the Government’s interest. 

Mr. McIntire. The option to transfer that property is not with you. 

Mr. Baxer. We are dealing here with the Federal Government as 
creditor, and me as a borrower. And I have that as a borrower in the 
Farmers’ Home Administration, the opportunity to turn it back to 
them, to pay back the loan. 

Mr. McInrire. No; not under the instruments which you have 
signed. You might by mutual consent. 

Mr. Baxer. That is correct. 

Mr. McIntire. But you do not have the option. The lender has 
the option as to whether it will accept the title or whether they will 
go through to default of loan. 
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Mr. Baker. Under CCC there is no possibility of any prior re- 
demption of this kind or relinquishment of the ownership by mutual 
consent or otherwise—you have to hold your particular title under it 
for the period covered. 

The Cuarrman. You do not have to hold it. You may give it to 
your brother. You may sell it tothe church. You may do what you 
please with it. Anything that you own you may sell. 

Mr. Baxer. That is right. 

The Cuatrman. You are making the point that you cannot force 
- Government to take over the collateral until the due date of the 
oan ¢ 

Mr. Baxer. That is correct. That is the difference between these 
two. 

Mr. King. You do not seem to be able to give us any idea as to what 
the tax savings might amount to in various States. You should be 
able to tell us, though, how much this legislation might be worth to 
the Farmers Union Grain Terminal Association and its members 
individually. 

Mr. Baxer. No, sir; it would be completely impossible a year ahead 
or 10 years ahead to try to make any economic projection, because you 
do not know next year whether in the course of the passage of the 
months during the year, whether the market price is going to rise 
above the loan value or fall below during the passage of the year. 

So far as assisting any grain marketing cooperative, one way or 
another, this legislation won’t affect it at all. As far as I know, it 
won't. 

Mr. Kine. But it might be substantial ¢ 

Mr. Baxer. I doubt that it would. I doubt that it would have any 
effect, one way or the other. 

The Cuatrman. The grain terminal, in the first place, could not 
obtain a loan, 

Mr. Baxer. That is correct. 

Mr. Kine. Their association members could. 

The Cuarrman. The members could. 

Are there any further questions? If not, we would like to call the 
next witness. 

Mr. Baker. I would like to say in response additionally to this 
question, I am here testifying in behalf of the farmers, many of whom 
are and more we would like as members of the Farmers Union; yes, 
sIr. 

Thank you. 

The Cuatrman. Thank you very much. 

Is there anyone here from out of town that would be accommodated 
by being called now ? 

Mr. Hagen. There are two gentlemen here, both of whom are from 
my district, who are on opposite sides of the question: Mr. Garland, 
who represents some private barley growers, and Mr. Kenneth Nagel, 
who is the district attorney of Kings County, who is representing the 
board of supervisors, who I might add, 4 out of 5 of them, represent 
strictly rural areas of the county—they represent farmers exclusively. 
And he is here in opposition to it. 

The Cuarrman. Mr. Garland, do you have any objection to my call- 
ing the district attorney first ¢ 
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Mr. Gartanp. No; I have not, Mr. Chairman. I would be very 
happy to accede to your wish in that regard. 

The Cuarrman. The reason I asked you that is that you are next on 
the witness list. 

Mr. Nace. It is immaterial whether I am heard at this time or 
after Mr. Garland. 

The Cuarrman. We have several others to be heard. Give us your 
name, please. 


STATEMENT OF KENNETH C. NAGEL, DISTRICT ATTORNEY, KINGS 
COUNTY, CALIF. 


Mr. Nacet. My name is Kenneth C. Nagel. I am from the State 
of California. I am district attorney of Kings County. 

I have, sir, resolutions to present to your committee adopted by 
various agencies in the State of California in opposition to the bill 
that we are speaking about this morning. 

I have the resolution adopted by the Riverbend Grange in Kings 
County in opposition to this directed to Congressman Hagen. 

I have a resolution of opposition to the legislation adopted by the 
California State Supervisors Association, an association of 58 counties, 

The Cuarrman. You said the first one was by the grange? 

Mr. Nace. That is right, sir, Riverbend Grange No. 677. 

The Cuarrman. They are opposed to the bill which would enable 
the farmers to exercise the option ? | 

Mr. Naceu. It states, sir: 


Whereas we feel that our taxes are becoming an ever-increasing burden, and 
whereas, we feel that taxes: must be as fairly divided as possible and that 
therefore no exceptions should be made to any group: Therefore, be it 

Resolved, That the Riverbend Grange No. 677 urges the defeat of the bill 
H. R. 9650 introduced by Congressman Harold D. Cooley of North Carolina which 


would permit producers of commodities under loan to waive their rights of 
redeeming the loan at any time thus permitting the producer to escape the 
personal property taxes on the commodity. 

Signed by the legislative committee of that grange. 

The Cuamman. Do you agree with the statement I made a moment 
ago that any borrower may at any time, at his own option, convey 
his equity of redemption. 

Mr. Nace. I agree with that. 

The Cuarrman. He may convey it to anyone he wants to? 

Mr. Nacet. I am expressing the resolutions that I have in opposi- 
tion. I will state on behalf of the county of Kings in just a minute, 
the position of that body. 

As I stated, I have a resolution from the State supervisors. 

Mr. Horr, I would just like to comment on your statement. Of 
course, he can transfer to someone else, and he can relieve himself of 
tax liability, but cannot relieve someone of the tax liability. 

The Cuarrman. He may convey it to a church. 

Mr. Poace. He can convey to a Mexican brazero. Cannot he 
convey his equity to a Mexican brazero who is working in Kin 
County and who will be down in Monterrey by tax collecting time? 

Mr. Naeet. I agree, sir, that you can convey your equity in it. 

Mr. Poace. He can convey to anybody regardless of where he is— 
to a seafaring man as well as a man with a fixed place of abode. Is 
that not right? 
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The Cuarrman. He may convey to anybody. 

Mr. Poacr. I want to get your view on that. He can convey to a 
man who has no fixed place of abode, can he not? 

Mr. Nace. That is right, he can. 

Mr. Poacr. And Kings County would have a terrible time collect- 
ing from that Mexican brazero, if I see fit to convey my equity to him; 
is that not right ? 

Mr. Nace. Asa practical matter there are means of escaping taxes. 

Mr. Horr. Do you not have some law in California that would 
enable you as district attorney to proceed against the man who ob- 
viously conveyed it to avoid paying taxes on it ? 

Mr. Naaeu. If it is certainly an intent to defraud I think there are 
means. 

The Cuarrman. Would there be an intent to defraud? He has a 
right to convey. I may sell my house tomorrow. 

{r. Poacr. There is no law about relieving yourself of tax liability, 
is there? As district attorney let us get that straight. Mr. Hope 
left the impression that because a man conveys property to avoid taxes 
that he is a prima facie fraud. You do not tell us there is any prima 
facie fraud because I perform a legal act which prevents me from 
being or becoming liable for taxes, do you? 

I want the district attorney to tell me. He is a lawyer. He is 
district attorney out there. I want him to tell us if there is any prima 
facie conclusion, because I exercise a legal right, 1 am guilty of fraud. 

The Cuarrman. The witness has not said that. 

Mr. Martruews. The witness agreed with you. 

The Cuamman. I think the witness agreed with you. 

Mr. Poser. I think he would agree. 

Mr. Nacew. I am not here to enter into this as an expert or to speak 
as an expert on hypothetical examples that I do not fully understand 
between two Congressmen who have things in the back of their minds 
that are not necessarily fully expressed. 

Mr. Horr. Let me ask you this question. [Laughter. ] 

Mr. Hitz. That is the first time we have ever had a witness that 
could take both of these boys on and lick them. 

The Cruarrman. Mr. Hope wishes to ask you a question. 

Mr. Horr. My question assumed, if I didn’t state it—I think Mr. 
Poage’s did, also—that you were making a conveyance, that I who was 
liable for the taxes, from whom you would collect taxes, make a con- 
veyance to somebody who is a seafaring man, getting ready to sail to 
China and from whom you cannot. collect taxes—I make that con- 
veyance to avoid paying taxes myself. Do you not think you would 
have some right of action there? Is there not fraud in a transaction 
of that kind, so far as the question of taxes is concerned ? 

Mr. Naceu. I do not want to make horseback opinions in my office. 
I would say at first blush there would appear to be some taint of fraud 
in that which you mentioned, 

Mr. Poage. You have to establish the fraud; do you not? The 
burden is upon you to prove the fraud ? 

Mr. Nagex. That is why I said taint of fraud. 

Mr. Kine. Where is the wheat all of the time? 

Mr. Horr. It is down on the farm. 

The Cuarrman. Let us go ahead’ with your statement. 
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Mr. Nacet. I also have, sir, as I mentioned, the resolution adopted 
by the supervisors association of the State of California. That asso- 
ciation is comprised of 58 separate counties. The resolution was 
adopted on the 15th of June of this year. 

I also have a resolution in opposition, adopted by the assessors of 
the State of California in 58 counties of the State of California. 

I have a resolution adopted in opposition to this measure by the 
county of Kings and one by the companion county or the adjacent 
county, the county of Fresno. 

I have, also, a resolution directed to Congressman Hagen, of the 
Kings County Board of Education, in opposition. 

And two school districts, Lemoore High School District and Strat- 
ford High School District, both of which receive substantial revenues 
each year from personal-property taxes in our county. 

(The resolutions are as follows :) 


RIVERBEND GRANGE, NO. 677, 
June 13, 1956. 
Hon. HARLAN HAGEN, 
Washington, D.C. 


Whereas we feel that our taxes are becoming an ever increasing burden, and 
whereas we feel that taxes must be as fairly divided as possible and that there- 
fore no exceptions should be made to any group: Therefore, be it 

Resolwed, That the Riverbend Grange, No. 677, urges the defeat of the bill 
(H. R. 9650) introduced by Congressman Harold D. Cooley, of North Carolina. 
which would permit producers of commodities under loan to waive their right 
of redeeming the loan at any time, thus permitting the producer to escape the 
personal-property taxes on the commodity. 

RIcHARD HALLSTEN, 

KENNETH OC. FINK, 

Marie E. WorKMAN, 
Legislative Committee. 

F. Evcar Rea, Master 

MARION VORENKEMP, Secretary. 


RESOLUTION EXPRESSING OPPoOsITION TO H. R. 9650 


Whereas the ad valorem property tax is the present source of support of the 
58 counties and many hundreds of special districts of the State of California: 
and 

Whereas to assure the continued stabliity of California’s local governments 
it is necessary to protect the ad valorem property tax base; and 

Whereas there is now pending before the United States House of Representa- 
tives H. R. 9650, which would provide a tax-evasion device for certain property 
owners by permitting them to waive prematurely to the Commodity Credit 
Corporation their interest in commodities pledged for crop loans; and 

Whereas the sole purpose of H. R. 9650 appears to be to permit evasion of 
tax-lien dates in the various States; and 

Whereas enactment of this bill would surely mean a tax loss of many hun- 
dreds of thuosands of dollars annually to the counties, cities, and special dis- 
tricts of California and thrust this burden upon the remaining taxpayers: Now, 
therefore, be it 

Resolwed by the County Supervisors Association of California, assembled in 
regular meeting in Blairsden, Calif., this 15th day of June 1956, That the vigor- 
ous opposition of California’s county governments to the enactment of H. R. 
9650 is hereby stated. 

Certified to be a true and exact copy of a resolution adopted by the board of 
directors of the County Supervisors Association of California, June 15, 1956. 


[SEAL] WILLIAM M. SIEGEL, 
Associate Counsel. 
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Strate AssocraTion or CouNTy ASSESSORS 


Re H. R. #9650, a bill to provide that producers may relinquish their interest 
- agricultural commodities held as collateral for price-support 
oans. 

The State Association of County Assessors of California, in unanimous action 
at their meeting June 14 in San Francisco, Calif., passed the following resolution: 

Whereas the House of Representatives’ bill No. 9650, introduced by Mr. Cooley, 
sa rr, before the Committee on Agriculture for consideration June 19 and 
20; an 

Whereas a study of the bill by the association discloses serious defects in that 
(1) It will put an impossible burden on the county assessors and the CCC county 
committees to determine the ownership of the property on the lien date for 
taxes; (2) It will result in a material shift of the tax burden in many agri- 
cultural counties: Now, therefore, be it 

RESOLVED, That the State Association of County Assessors does unanimously 
oppose the proposed legislation contained in House bill No. 9650 and directs that 
copies of this resolution be transmitted ee to the chairman, House 
Committee on Agriculture. 

JAMES R. LocKER, 
Assessor; President, State Association of County Assessors. 
Russet, C. HorstTMann, 
Secretary, State Association of County Assessors. 


RESOLUTION BEFORE THE BOARD OF SUPERVISORS OF THE CouNTy oF Kines, STate 
OF CALIFORNIA 


It was moved by Supervisor Hollis, seconded by Supervisor Williams, and duly 
carried that the following resolution be adopted: 


RESOLUTION 


Whereas for the purpose of stabilizing, supporting, and protecting farm income 
and prices, of assisting in the maintenance of balanced and adequate supplies of 
agricultural commodities, products thereof, foods, feeds, and fibers, and facilitat- 
ing the orderly distribution of agricultural commodities, the Congress of the 
United States has created a body corporate, known as the Commodity Credit 
Corporation, an agency and instrumentality of the United States, within the 
Department of Agriculture, subject to the general direction and control of its 
Board of Directors; and 

Whereas in the fulfillment of its purposes, and in the carrying out of its annual 
budget programs submitted to and approved by the Congress pursuant to the 
Government Corporation Control Act, the Commodity Credit Corporation is 
authorized to use its general powers to support the prices of agricultural com- 
modities through loans, purchases, payments, and other operations; and 

Whereas there was on the 29th day of February 1956, a bill introduced into 
the House of Representatives of the United States designated as H. R. 9650, the 
purpose of said bill being to provide that producers may relinquish their inter- 
ests in agricultural commodities held as collateral for price support loans; and 

Whereas H. R. 9650, if enacted, would amend section 405 of the Agricultural 
Act of 1949, by adding at the end of said section the following new sentence: 
“The producer may, at his election, convey all of his right, title, and interest 
in and to this collateral securing any loan made under authority of this act to 
the Commodity Credit Corporation prior to the maturity date of the loan, and 
the Corporation shall accept said title and interest in satisfaction of the loan 
subject to the producer remaining liable for any fraudulent representation, for 
any deficiencies in the grade, quality, or quantity of commodities stored on the 
farm or delivered by him, for failure properly to care for and preserve com- 
modities, or for failure or refusal to deliver commodities in accordance with 
the requirements of the program.” ; and 

Whereas H. R. 9650, if enacted, would permit the producer, having availed 
himself of the support price under the Commodity Credit Corporation price- 
support program, to convey his right, title, and interest in and to the collateral 
securing said loan to the Commodity Credit Corporation at any time prior to 
the maturity date of the loan, at the election of the producer ; and 

Whereas the State of California assesses all property privately owned for 
taxation on the first Monday of March of each year ; and 
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Whereas H. R. 9650, if enacted, would enable the producer of a pledged com- 
modity to transfer title thereto to the Commodity Credit Corporation, a Federal 
corporation, prior to the first Monday in March; and 

Whereas H. R. 9650, *f enacted, would permit the producer at his election, 
to escape local taxation, and thus deprive local taxing agencies of traditional 
revenues derived from taxing of farm products privately owned on date of 
assessment ; and 

Whereas H. R. 9650, if enacted, would contradict the intent and purpose of 
the Agricultural Act of 1949 by providing an escape from personal property 
taxation ; and 

Whereas H. R. 9650, if enacted, would narrow the base of taxation of local 
taxing agencies, thus forcing a greater tax burden upon a lesser number of tax- 
payers : Now, therefore, be it 

Resolved. That the board of supervisors of the County of Kings does hereby 
place itself upon record as being opposed to the enactment of H. R. 9650; and 
be it further 

Resolwed, That said board of supervisors does oppose the amendment of 
section 405 of the Agricultural Act of 1949 in any way which would permit the 
producer, availing himself of the Federal price-support program, to escape 
taxation by local governmental agencies ; be it further 

Resolved, That copies of this resolution be placed before the Agricultural Com- 
mittee of the House of Representatives of the United States of America, and 
that copies of this resolution be forwarded forthwith to Congressman Harlan 
Hagen of the 14th Congressional District. 

The foregoing resolution was passed and adopted by the board of supervisors 
of the County of Kings at a regular meeting thereof held on the 19th day of 
June 1956 by the following vote: 

Ayes: Supervisors: Hollis, Williams, Cody, Gilonac, Armey. 

Noes : Supervisors: None. 

Absent: Supervisors: None. 

Witness my hand and seal of said board of supervisors this 19th day of June 
1956. 

[SEAL] VERNICE TOMPSON, 

Clerk of Said Board of Supervisors. 


BEFORE THE BOARD OF SUPERVISORS OF THE COUNTY OF FRESNO, STATE OF 
CALIFORNIA 


In the Matter of H. R. 9650 Amending Section 405 of the Agricultural 
Act of 1949 


RESOLUTION IN OPPOSITION THERETO 


Whereas in the past under the Agricultural Act of 1949 the maturity date 
on loans made to producers under said act has been subsequent to the first 
Monday in March, and accordingly the commodity has been subject to local 
taxation in the same manner as all other commodities; and 

Whereas H. R. 9650 amending section 405 of the Agricultural Act of 1949 pro- 
vides. in effect, that a producer who has a Government loan on a commodity 
under said act can elect to transfer title to such commodity to the United States 
prior to the regularly fixed maturity date of the loan thereon; and 

Whereas the effect of this proposed amendment would be to enable the owner 
of such pledged commodity or transfer title thereto to the Government prior to 
the first Monday in March and thereby cause said commodity to be exempt from 
local taxation ; and 

Whereas it appears to this board that it is contrary to the spirit and pur- 
governmental agencies, where a substantial amount of such commodities are 
in storage on the first Monday in March, and in effect amount to a preference, 
taxwise, to the producers and processors of these commodities; and 

Whereas it appears to this board that it is contrary to the spirit and <ur- 
pose of the Agricultural Act to permit the same to be used for the purp se of 
avoiding taxation and relieving the producers and processors of agricultural 
products from sharing their just proportion of local taxation to the detriment 
of other taxpayers: Now, therefore, be it 


79991—56——3 
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Resolved, That the Board of Supervisors of the County of Fresno opposes 
H. R. 9650 amending section 405 of the Agricultural Act of 1949 in any way 
which would permit commodities pledged as securities for loans to producers 
to escape local taxation ; be it further 

Resolved, That copies hereof be forthwith forwarded to Congressmen Harlan 
Hagen and B. F. Sisk and to Wm. R. MacDougall, general wanager of the 
County Supervisors Association of California. 

This resolution adopted by the Board of Supervisors of Fresno County, Calif., 
at its regular meeting held on the 12th day of June 1956, by the following vote, 
to wit: 

Ayes: Supervisors Cruff, Foley, DeLotto, Armey, Clark. 

Noes: None. 

Absent: None. 

«s) Lew W. CLARK, 
Chairman of the Board of Supervisors of Fresno County, Calif. 
Attest: 
J. L. Brown, 
County Clerk and ex officio Clerk of the Board of Supervisors. 
[SEAL] By Gro. M, FuRNEAUX, 
Deputy. 


JUNE 18, 1956. 
Hon. Harran HaAcGen, 
House of Representatives, Washington, D. C. 


Dear Mr. HaGen: The Kings County Board of Education at a regular session 
on June 13, 1956, reviewed the proposed bill H. R. 9650 and, as a result, wish to 
go on record that they. oppose the exemption of any products from the tax rolls 
due to the fact that schools are operated on the district tax base. With an 
extension of exemptions, it throws a greater burden on the other taxpayers 
within the school district. In an. agricultural county such as Kings County, 
Calif., the school districts are dependent on an agricultural economy. 

Respectfully submitted. 

KinGs County Boarp or EpUCATION, 
Joun F. CUMMINS. 

TEMPLE C. DAVIES. 

Puitie W. ENGVALL. 

WALTER J. ZIEGLER, 

GERALD L. JACoBUS. 


LEMOORE UNION Hien Scnoor District, 
Lemoore, Calif., June 15, 1956 
I, J. E. Yenger, chairman of the Board of Trustees of the Lemoore Union High 
School District, do hereby certify that the attached is a true and exact copy of 
a resolution adopted by the Board of Trustees of the Lemoore Union High 
School District at a regular meeting held on June 14, 1956. 
J. BE. YEencer, 
Chairman, Board of Trustces. 


BEFORE THE BOARD OF TRUSTEES OF THE LEMOORE UNION Hicgu Senoor District, 
Krinés County, CALIpr. 


In re: House of Representatives Bill 9650 introduced by Representative 
H. D. Cooley 


RESOLUTION 


It was moved by Trustee R. M. Hightower, seconded by Trustee F. D. Brad- 
bury and duly carried that the following resolution be adopted : 

Whereas Representative H. D. Cooley has introduced bill 9650 in the United 
States House of Representatives, said bill, if passed by the United States Con- 
gress, would exempt from local taxation gtains which might be held under 
United States Government loans; and 

Whereas passage of such legislation would reduce the tax base in Kings County 
and specifically in the Lemoore Union High School District; and 
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Whereas there are no new sources of revenue available for faxation and 
therefore additional tax burdens would necessarily be placed upon the taxpayers 
of this district; and 

Whereas the Board of Trustees of the Leemore Union High Scheol District is 
opposed to the principle of special exemptions for any seginent of our economy : 
Therefore, be it 

Resolved, That said Lemoore Union High School District, acting through its 
duly constituted and elected board of trustees do here and now reeord its opposi- 
tion to the passage of House of Representatives bill 9650; and be it further 

Resolved, That said board of trustees send copies of this resolution to Senator 
Thomas Kuchel, Senator William Knowland, Representative Harlan Hagen, and 
to the United States House of Representatives committee eonsidering this pre- 
posed legislation. 

Adopted by the Board of Trustees of the Lemoore Union High School District 
this 14th day of June 1956. 

Ayes: F. D. Bradbury, V. W. Burrows, R. M. Hightower, J. E. Yenger. 

Absent: W. H. Harris. 

Attest: 

J. E. YENGER, 
Chairman of said Board of Trustees. 


STRATFORD UNION ELEMENTARY SCHOOL, 
Stratford, Calif., June 15, 1956. 
House of REPRESENTATIVES, 
Committee on Agriculture, Washington, D.C. 

GENTLEMEN ; The Board of Trustees of the Stratford Union Blementary School 
Distriet in Kings County, Calif., passed a resolution at a meeting held today to 
oppose any additional tax exemptions on property, either real or personal, as such 
exemptions are unfair and can only add to the tax burden on all property remain- 
ing on the tex rolls. 

The above-named board is particularly opposed to the proposal being subniitted 
in H. R. 9650 by the Honorable H. D. Cooley of North Carolina, as the Stratford 
School District is an agricultural community in which much grain and cotton 
is grown. Thousands of tons of grain stored here each year is under commodity 
credit loans. Many thousands of dollars in taxes on some of this grain has 
been paid under protest. 

It is the board’s studied opinion that all grain in storage, whether under 
commodity credit loan or not, should be taxed on the same basis as all other 
property, personal or real, and a commodity credit lean on same should in no 
way be used to avoid taxes. The principle underlying this bill H. R. 9650 is 
wrong in every respect. If by such measure certain taxes can be contravened, 
we may expect other properties to avoid taxes in a like manner. 

In light of the present situation, it will be impossible for a school district to 
offset the loss in revenue that would be suffered through passage of such a 
measure as H. R. 9650, by any other means than an increase in taxes on all 
property remaining on the tax rolls. 

Respectfully yours, 
HmamM J. CLAWSON, 
Clerk, Board of Trustees. 


Mr. Naceu. I come from Kings County which is a relatively small 
county in the State of California. We have about 47,000 people in our 
county and we are a rural county. We have an agricultural economy. 
The major crops in our county are cotton, barley, and wheat. We 
have some fines. We have quite a dairying community. 

The county, and I think it is somewhat cogent, is divided agricul- 
turally between the north and the south— the north being farmed 
primarily by small individual farmers, and the south by large 
corporate farms. They are huge farms. They are cultivated sections 
at atime. The airplane is used extensively in the farming operation. 

I would impress upon you that they are very large agricultural 
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units. -They are substantially, I would say, primarily corporate 
farms. 

Many of the same corporate owners also are the corporate owners of 
the storage facilities which are available in Kings County. 

Congressman, I believe that you have visited Kings County and 
are acquainted with Mr. Salyer, one of our largest farmers who is a 
substantial barley grower in our area. 

It is the practice of the corporation which farms barley to store 
it also, in the storehouse or the warehouse which is the corporate 
owner and in one sense the same person. 

In other words, the storage is paid to the corporate owner which 
is substantially the same as the corporate grower. 

The State of California is one of the largest barley producing States. 
I understand that it is. Perhaps, the largest barley producing State 
in the country. 

Kings County is a very substantial producer of barley. I under- 
stand from the State agricultural stabilization and conservation office 
that Kings County in the last 3 years has placed under loan with the 
CCC one-fifth, one-third and one-half of all barley in the State of Cali- 
fornia which was placed under CCC loan. 

We have a very great interest in this because the State of California 
is one of those States which taxes personal property. And they cer- 
tainly tax barley. 

The procedure for tax in the State of California is that on the first 
Monday in March in each year a personal property tax attaches to 
the owner of personal property the private owner, in the State of 
California. The property is taxed at the assessed value. The assessed 
value, of course, is not the full value. It is my understanding from 
the assessor in Kings County that we assess at 40 percent approxi- 
mately of market value. That is the normal assessed valuation of 
barley. That is our practice. 

The county,‘as you understand, is operated by tax revenues from 
taxation of real and personal property. And our school districts 
are maintained by taxes that we receive from personal and real prop- 


erty. 

The importance as I state, to Kings County in these barley revenues 
is very great. I have asked the Kings County assessor to give me 
figures in the last 5 years of the revenues received by Kings County 
from the receipt of tax revenues from the taxation of barley, and those 
would run in the neighborhood of $450,000 to the county. 

These revenues would be lost to Kings County if this bill were 
eneeted, sir. 

The CrHarrman. It would not necessarily be lost. For instance, 
to use an example, the man whom you mentioned, suppose he puts his 
barley in the loan, and the tax assessing time rolls around. He has 
an equity that is worth something. He would list that barley, natu- 
rally, and pay taxes on it. 

If his equity of redemption had dwindled in value to absolutely a 
nominal sum, he would, under this bill, be permitted to surrender the 
title to the Government and the Government being a governmental 
function, would not be paying the taxes on it. 

_ Take my own State I keep referring to it, this bill, or the proposition 
involved here, has been so meritorious, or has so much merit in it. 
several States have relieved the farmer. They have not accelerated 
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the due date, but have relieved him of the possibility of double taxa- 
tion. 

Have you been putting double taxation on your people? 

Mr. Naget. I think the question has two parts. 

First of all, it is true that should the farmer or the producer choose 
to redeem his barley that is placed under loan to the CCC, he can do so. 

The figure that I gave you is the figure of the barley which farmers 
in Kings County chose not to redeem. 

The Cuarrman. That is right. 

Mr. Nacet. Therefore, the taxes that were received, sir, is the choice 
of the farmer not to redeem. I would assume that the same condi- 
tion would prevail. 

The Cuarrman. You might very well be talking about barley that 
is fully owned by the farmer. We are talking about barley that is 
under loan and which for all intents and purposes actually has been 
sold to the Government at 76 percent of its value. 

Mr. Naget. I think that the barley that I am talking about is under 
the same terms as the barley that you are talking about. And the 
tax we received is the same tax that we would not receive if this bill 
were passed. 

The Cuarrman. Do you know whether or not the farmers out there 
have actually been paying tax on barley and other commodities that 
are under loan ? 

Mr. Nacget. I do, sir. They are. The figure that I gave you is the 
revenues in Kings County during years 1951 through 1955. 

The Crarrman. You say that a certain percentage of all of the 


barley in Kings County was under the loan, one-third the next year 
one-fifth ? 
Mr. Nagew. In the State of California barley placed under CCC 
loan during 1953, one-third of all a in the State, placed under 
‘0 


loan was placed under it from Kings County producers. 

The Cuarman. The ultimate effect of that is, as I visualize it, 
double taxation. The man pays money that he gets from the sale 
of the barley or the loan that he pays on the barley itself. 

Mr. Nacet. I think, sir, the ultimate effect is the same as any loan. 
The tax that is paid by the person obtaining the loan is the same 
if he received a loan from the Federal Government or if he received 
it from a private bank. 

If it is double taxation for the person to receive a loan from a 
private bank, it is double taxation if he receives the loan from the 
Federal Government. 

The CHatrman. Certainly, I will agree with that. But coming 
back to the proposition, the only title that the farmer has in the 
commodity is the equity of redemption, and if he has borrowed 85 
or 90 percent of the value of it and invested that money in farm 
machinery or an automobile or a sailboat, he has to pay taxes on that. 

Mr. Hagen. Will you yield at that point? What about the farmer 
who buys cows—borrows money to buy, say, 10 cows. He pays 
personal property tax on those cows. He has borrowed the money 
to do it with. You are not going to treat him differently than the 
man who gets it from the Government on barley. 

The Cuatrman. He does not pay on the debt, though, that he owes. 

Mr. Hacen. Certainly, he pays on the debt. 
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The Cuarrman. You do not have, in the first place, nonrecourse 
loans in those transactions that you are talking about. 

Mr. Hacen. Actually, he is in a less favorable position. You want 
to make the position of the man dealing with the Government even 
more favorable than the man who is not in the fortunate position 
of raising price-supported crops. And I might add, to the positive 
disadvantage of the latter farmer who in effect has to pay his neigh- 
bor’s tax bill. 

The Cuarrman. What this proposes to do is to give the farmer the 
right to divest himself completely of equity of redemption. He may 
do that by conveyance to anyone he wants to convey to. He would 
not be violating any law by doing it. 

Here we are giving him the right to convey to the Government. He 
may convey to anybody he wants to convey it to, as Mr, Poage pointed 
out a moment ago. Nobody can prevent his doing it. That is per- 
fectly legal. 

Mr. Hagen. That is not entirely true. In talking to the Solicitor 
here, some are transfered under limited circumstances; others are not 
transferrable at all. 

The Cuarrman. Do you think that the man who owns a piece of 
property does not have the right toconvey it? You cannot put restric- 
tions on the right of conveyance. 

Mr. Hagen. When you are dealing with the Government the ordi- 
nary common-law rights do not apply all of the time. 

The Cuamman. Why? 

Mr. Hacen. The Solicitor told me that these equities are not always 
transferable, and some that are are transferred under very rigid 
conditions. ; , 

The CHamman. You mean under California law ? 

Mr. Hagen. Under the rules of the Department of Agriculture. He 
will cover that, I imagine, when he testifies. 

The Cuairman. The Solicitor of the Department of Agriculture 
says that you cannot transfer or sell equity of redemption ? 

Mr. Hagen. Not in all instances. 

The Cuatmman. I do not know anybody who would not have the 
right to. Proceed, Mr. Nagel. 

Mr. Naeex. I understand, Mr. Lovre, that you are interested in the 
actual money or the dollars and cents. 

Mr. Loyrr. That is what I was trying to find out. 

Mr. Nacex. 1 have figures here in Kings County; in 1950, taxes 
received from Commodity Credit Corporation loan borrowing were 
$166,150, in the county of Kings, That is the tax that we have 
realized. In 1 year the lowest we received was $13,000, which was in 
1952. In 1954, we received $123,390. Those are figures which we 
have received in 3 specific years. 

Mr. Lovar. Then it does amount to quite a sizable sum ? 

Mr. Nacex. It does. It amounts to a sizable sum in the tax reve- 
nues of the county. It also amounts to a sizable sum in the tax reve- 
nues of the school district within the district. 

Mr. Horr, May I ask a question at that point? If I understood you 
correctly, most of that tax comes from large farmers, in many cases cor- 

orate farmers. Would you be able to tell what percentage of the 
fatiey in Kings County is grown by what we term “large farmers,” 
including corporate farmers? 
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Mr. NaGeu. Sir, it would not be honest of me to say that I could 
give you an exact figure. 

Mr. Hore. (sive me an estimate. 

Mr. Nacex. I would say 7 percent of the barley that is grown is 
grown on large farms. We have extremely large farms, as Mr. Cooley 
recognizes. We have Salyer Land Co.; we have Crockett & Gambogy 
Corp.; we have the Boswell Co. We have other extremely large farms 
in our county, and they are corporate farms. 

Would you estimate, Mr. Hagen, that would be approximately 
correct ¢ 

Mr. Hagen. Well, I would say at least 70 percent. Actually, this 
farming of barley out there is a special operation. It is a very specu- 
lative venture. These farmers grow cotton and barley. Cotton is 
an irrigated operation. They do not have the water to farm all of 
their land in cotton and they speculate in barley. They will dry- 
farm barley, and some years may get a crop and some years they may 
not. It is not the kind of farming that the average small farmer 
could afford to engage in. This barley is the speculative cream on a 
basic cotton operation in most instances. 

Mr. Horr. Would you say, also, that these corporate farms, at least, 
furnish their share—the barley in the county which goes into the 
loan—— 

Mr. Nacex. I did not give you the quantity of barley in the county 
which is placed under loan. I cannot give you that figure, but I 
think that by far the great majority of barley grown in the county is 
placed under loan. 

Mr. Ilore. All right. Thank you. 

Mr. Anerneruy. It appears to me, then, from what you say, that 
these large barley growers are actually producing barley in anticipa- 
tion of selling it to the Government and not in the course of trade. 
Is that correct 

Mr. Nace. I think, sir, that would be correct. Certainly the fig- 
ures would seem to bear that out. 

Mr. Aserneruy, There is no limit on the quantity they can produce, 
no acreage limitatiens on it under the law, I do not believe ? 

Mr. Naget. I don’t believe there are. I can’t say with assurance. 
I don’t believe there are acreage limitations on barley. Going back 
to the importance of barley in our revenues, I think it would be im- 
portant te draw your attention to the dependence of our school dis- 
tricts on tax revenues that we receive from personal-property taxes. 

The auditor in our county has estimated that in 1 school district, 
in the school district where most of the storage warehouses are, it 
would reduce their revenues by $26,000, in 1 school district alone. 
That, of course, is in the school district that has the largest public 
warehouses. 

In our area maximum tax rates apply for school-district taxes. We 
have reached the maximum tax rate in most of our school districts, 
and it requires an election to increase the tax above that maximum 
tax rate. 

Of recent years it has been our experience that maximum tax rate 
elections are defeated. They have been defeated in several school 
districts recently. 

Therefore, if these tax revenues are to be lost, and the electors or the 
voters of that district choose not to increase the maximum tax rate, 
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the school district will suffer greatly—they will lose teachers, and they 
will lose the services which they now provide. 

The same experience is existing in Kings County. The employees, 
I guess, as all employees, are asking that their wages be increased and 
the board of supervisors have had to oon them at great hard feeling. 

I appear here in opposition to this bill, because I believe that the 
bill is dedignbdl primarily, if not exclusively, to avoid the oe of 
taxes, and particularly in States such as the State of California. 

We feel very sincerely that it is a Federal encroachment on the 
right of the State to tax as it chooses. We feel that this is a Federal 
encroachment on the local, the State right, to tax. 

The Cuarrman. How could it possibly be an encroachment on the 
rights of the State? The State 1s not even involved in the transac- 
tion. The only two parties to the transaction are the Government 
and the farmer. 

Mr. Nacet. I would disagree with that. I think it is very definitely 
a county and school-district matter. These are areas of local taxation 
which we have traditionally taxed. 

If the Federal Government chooses to come in and make a deal with 
the farmer to assist him to avoid payment of that tax 

The Carman. It is modifying the terms of the contract on an 
operation which he does not now have. 

Mr. Nageu. It is, sir, but I think in practical operation it is to 
assist him to avoid the payment of tax as a practical matter. We 
would object because it narrows the basis of taxation. If these farm- 
ers, these producers, are permitted to escape the taxation in the State, 
it narrows the tax base and throws a greater burden on fewer farmers. 

We think that it discriminates among farmers. We think that it 
is contrary to the spirit and the intent of the law of the Agricultural 
Act of 1949. 

I was particularly pleased with the report of the Department of 
Agriculture in which they conclude, also, that it is opposed to the 
purpose of that law. 

Let me say, gentlemen, in the final phase of my discussion that this 
is not a new area over which we are passing today. This is a con- 
tinuing effort, as the county of Kings sees it, of certain producers to 
avoid the payment of tax because in 1955, barley producers im our area 
ra bomen the Commodity Credit Corporation and were successful 
in having that agency change the maturity date on barley from a day 
in, I believe, the 1st of April, until February 29. 

As I stated, in the State of California tax lien date is on the first 
Monday in March. 

The Cuarrman. To me that is very important. You just brought 
out the point. The Federal Government has the hatchet right over 
the head of the borrower. Last year this proposition had sufficient 
merit and the Department afforded the relief, and then said, “Unless 
you get an act of Congress, we won’t afford this relief to you again.” 

The same people who afforded relief last year, because of the merits 
= the proposition, are now opposed to giving them the same relief 
this year. 

Mr. Nace. I am very glad you brought that out. 

Mr. Azernetuy. The Department took title. 

The Cuarreman. They accelerated the date, moved up the date, vol- 
untarily did so. The Government had a right to do it. They exer- 
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cised the option to do it.. All I want to do is to give the farmer the 
same right that the Government has. 

Mr. Nagex. I believe that, I think it is extremely important that 
you brought that up because I think the reasons that were presented 
to the CCC were entirely different than those that we are considering 
here today. 

The Cuarrman. What were those reasons? 

Mr. Nace. Those reasons were the inadequate storage facilities 
which were stated to exist at that time. In only a certain State of the 
United States was that maturity date advanced. 

The State of California was the only State in the United States in 
which the tax lien date was effected and the only State in the United 
States—— 

The Cuarrman. What you tell us then is that the Department of 
Agriculture took this administrative action which did not have 
uniformity of application over the Nation, but affected only the one 
State of California? 

Mr. Naceu. No, sir. The CCC in the regulations of 1955 altered 
their regulations so that in certain designated States, the maturity 
date of loans was advanced to February 29. The reason for that was 
not to assist the barley grower in his tax avoidance. I have that on 
the statement of the Under Secretary of Agriculture, Mr. McConnell. 

The CuarrMan, That was the effect of it. 

Mr. Nacev. That was the effect only in one State. 

The Cuarmman. That was California. 

Mr. Nacew. Yes. 

The Cuatrman. So then the Department’s action resulted in afford- 
ing relief only to farmers in one State of this Union and that was 
California. 

Mr. Nace. That is right. That was corrected the following year 
when it was called to their attention. 

The CuairMan. Who called it to their attention ? 

Mr. Nace. It was called to their attention by the California Super- 
visors Association, by the county of Kings, by the county of Fresno. 

The CuHarrMan. What do you think of the integrity of the Admin- 
istration that will do just what you admitted this Administration 
has done? 

Mr. Nacev. I think it was an act of integrity. I think the act was 
passed first without the opportunity of a hearing before the Depart- 
ment of Agriculture of the inequity of the situation that existed when 
the maturity date was changed without knowledge. 

The CuarrmMan. It was not any act of Congress that did that. It 
was an administrative ruling. 

Mr. Nace. Right. We petitioned the Secretary of Agriculture 
for hearing before that body and we were advised that we would have 
an opportunity for hearing, but the matter had gone on to a point that 
it would not be altered as of that year. It was altered at the first 
opporunity which was the year 1956. 

The Federal. regulations which were issued recently changed the 
maturity date to March 12, so that has been altered. 

The CuarrmMan. The department feels perfectly free to change 
that maturity date to any time they want to change it and yet you are 
opposing our passing a bill which will give the farmer, the other party 
to the contract, the same right the Government has been exercising. 
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Mr. Nacet. I think that the law as it now stands, certainly, as 
enacted in 1949, gives the CCC and its board of directors the right to 
establish and announce regulations for the support of and the orderly 
marketing. 

The CuarrMan. I am not arguing that with you. 

Mr. Nacet. I think that is exactly what they did, sir. 

The CuarrMan. I said they exercised the right. 

Mr. Nacur. They exercise it each year in that respect. 

The CHarmman. That is right. They have already notified the 
farmer out there they will not do it again. 

Mr. Nagew. They only did it one year. And it was not called to their 
attention, the inequity that would be imposed because of the change. 

The Cuarmman. What do you mean, “called to their attention” ? 
They are supposed to have some information about a transaction of 
this importanee before they issue an administrative ruling. 

Mr. Neca, Yes, sir. It may well be accepted that on the local 
level we would have knowledge of those regulations. However, in 

ractice it very often does not happen, and as soon as the county of 
Sings was aware of it they took immediate action in opposition to it. 

The Cuarman. It is because of the opposition originated in Kings 
outa that the Department of Agriculture now is opposing our doing 
that. 

Mr. Nacet. I don’t believe that the Department of Agriculture is 
acting for the county of Kings. I think that the Department of 
Agriculture speaks for itself. And they make their decisions with- 
out. reliance upon the epinien of the county of Kings. 

The Cuarrman. I do not understand how the Department of Agri- 


culture could act honestly in that instance last year—as you say, and 
come in, by administrative order, and deliberately relieve these people 
of the possibility of double taxation, and then when Congress wants 
to give the farmer, the other party member to the contract, the same 
> of option, they oppese it. 
r. Hagen. At that point, if you will peng an interruption, the 
3 


reason they moved that date—it used to be April 31 or April 30. They 
have a very early maturing barley crop, and the new erop starts coming 
into the storage areas before April 31. So in order to move the barley 
the title had to be in the Government. So they had to establish a new 
date. hey didn’t have to establish February 29. They made an 
error there. They were not aware of the tax problem according to 
their statement. 

The Cuamrman. What do you mean when you say they were not 
aware of it ? 

Mr. Hacen. I know beeause I went all through this. They were 
not, aware of the vast opposition to a February date. It was purely 
because of this early maturity date of the crop in California that 
affeets the sterage problem, that they had to change the date from 
April 30 to some date in between and this was done at the request of the 
growers of barley. 

The new date is March 11, which means this barley will be subject to 
taxes. They correeted their earlier error and still solved this storage 
problem. 

The Cuatrman. Suppose they left it right now where it is, where 
would the situation be? 
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Mr. Nacet. The situation would be, with the exception of the 1 year 
which is the crop year of 1955—Kings County—the counties of the 
State of California would be entitled to receive the revenues they have 
been traditionally receiving with the exc eption of 1955. 

The Crarmman. Ff it were good in 1955 for the Department of 
Agriculture to do what it did, why would it not be good in 1956 or 
1957 ? 

Mr. Nacet. I do not agree with your original premise. I do not 
think it was good for the Department of Agriculture without know!l- 
edge of the inequity that existed. 

The Cratrman. They are not supposed to act without knowledge; 
you know that. They are supposed to have knowledge. I doubt 
sometimes if they do have it, but they are supposed to have it. 

Mr. Naern. I, certainly, would not present myself to say whether 
the Department. of Agriculture acts in all instances with knowledge 
of all of the ramifications of the various regulations. F ean say, 
however, that this matter as soon as it was presented to the CCC, 
they were most courteous to the representatives from our area in 
presenting our problems to them. And we were pleased with the 
results that were received because of it. 

I was assured by the Under Secretary, Congressman Cooley, that 
it was not the intention of the Department of Agriculture and the 
Commodity Credit Corporation by Federal regulation to permit 
farmers to escape legitimate State taxation. 

The Cuamman. Did you, as the county attorney, or did anybody 
else ont there, oppose the administrative order? 

Mr. Naeet.. Congressman ( ‘ooley, we were not even aware of the 
administrative order until it was m effect, several months after it 
was in effect. 

Mr. Asernetruy. I understood the witness to say that they did 
but they got knowledge of it late and when they presented their 
objection to the Department that Mr. McConnell or someone else told 
them it had gone too far. 

Isthat what I understood you to say a while ago ? 

Mr. Nacex. We were aware of the regulation having been changed 
in July. It had been changed much earlier. As soon as we were 
aware of that change we immediately took action by petitioning the 
Secretary of Agric ulture for a hearing to try to do something about 
it. But it had already been in effect several months. 

We met with the State agricultural stabilization and conversation 
office, because they are the local agency which recommends: to the 
Department of Agriculture. They “stated that it had been too long 
in existence for them to change their recommendations for that 1 year. 

Mr. Aperneruy. That is what in substance I said. 

The CuairmMan. Suppose the Department, just before tax assessing 
time, would convey their equity of redemption to some farmer co-op 
out there, what could you do about collecting the tax? 

Mr. Nacet. We would probably—I think we would collect it. 

The Coatrman. Out of the co-op? 

Mr. Nageu. I think so. 

The CuHarmrmMan. Suppose they made it to a church—what would 
you do? 

Mr. Nacex. Probably we would be denied taxes. In various years, 
as we have found from $166,000 in one year, $123,000 in another year 
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we would be denied those taxes. Also, the school districts involved 
would be denied. 

The CHatrman. I know what the result would be. What I am 
thinking about is suppose half a dozen farmers in Kings County 
organized a corporation, with very small capital stock, a legal entity, 
and then all of the farmers conveyed their equities to this legal 
equity—a defunct corporation we would say to start with, what could 
you do to collect the taxes? 

Mr. Nacex. The question is whether or not the State of California 
and the county of Kings has a right to tax. If you would, we would 
permit you to take up those problems as they arise. There are ways, 
nalarell , practically which we would not be able to collect a tax. 

But. we request the opportunity and the right to continue with our 
own tax structure without the Federal Government coming in and 
taking it away from us. 

The Cuatrman. There is nothing i the world in this to take away 
any rights you have now, not a thing in this bill that would change 
your tax law one iota. 

Mr. Nacex. That is true, sir. It would merely take away our tax 
revenues. 

The Crareman. If you have any further statement that. you would 
like to put in the record, you are at liberty to do so, or if you want 
to revise or extend your remarks in any way, you may have that 
privilege. 

Mr. Nacex. Thank you very much. 

The Cuarrman. We shall postpone further consideration of this 
until 10 o’clock Friday morning. The commitiee stands adjourned 
until tomorrow morning at 10 o’clock. 


(Whereupon, at 12:20 p. m., the committee adjourned, to recon- 
vene at 10 a. m., Thursday, June 21, 1956.) 
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FRIDAY, JUNE 22, 1956 


House or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:15 a. m., in room 1310, 
New House Office Building, Hon, Harold D. Cooley (chairman) 
presiding. 

The CHarrman. The committee will be in order, please. 

Mr. Preston Richards, Deputy Administrator for the price-support 
program, is present. Are you ready to make a statement now? 

Mr. Ricuarps. Yes, sir. 


The Cuarmman. All right, sir, we shall be glad to hear you now, 
Mr. Richards. 


STATEMENT OF PRESTON RICHARDS, DEPUTY ADMINISTRATOR 
FOR PRICE SUPPORT, ACCOMPANIED BY GEORGE COOPER, OFFICE 
OF GENERAL COUNSEL, AND CLARENCE PALMBY, GRAIN DIVI- 
SION, CSS, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ricwarps. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss the Department’s views on 
HL. R. 9650, a bill to provide that producers may relinquish their inter- 
est in agricultural commodities held as collateral for price support 
loans. 

On June 8, 1956, the Department submitted a report to your com- 
mittee recommending that the bill not be enacted. I shall briefly 
outline why the Department opposed enactment. Representatives of 
our Office of General Counsel and the Grain Division are present 
to help answer your questions. 

H. R. 9650 would amend section 405 of the Agricultural Act. of 
1949, which relates to the liability of producers under the Commodity 
Credit Corporation nonrecourse commodity loan program. 

It would permit any producer to convey to CCC all of his right, 
title and interest in xd to the collateral securing a price support 
loan prior to the date the price support loan matures. 

At the same time it would require the CCC to accept title and 
interest in full satisfaction of the loan with the producer still re- 
maining liable for (1) any fraudulent representation; (2) any deti- 
ciencies in the grade, quality, or quantity of commodities stored on 
the farm or delivered = 


him; (3) failure to properly care for and 
preserve commodities, or (4) failure or refusal to deliver commodi- 
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ties in accordance with the program. These latter liability require- 
ments already are contained in section 405. 

While the bill is quite clear that all of the producer’s right, title, 
and interest in the commodity would pass to CCC if the producer 
elects to exercise this option, under.our interpretation it also would 
not require OCC to take immediate possession of the commodity. 

The bill thus would permit CCC in the case of a farm stored loan 
to continue to require the producer to store the commodity on the 
farm until such time as CCC otherwise would take delivery under 
the regular loan program. 

Some States have enacted legislation exempting to various extents 
producers from taxes on their farm commodities. However, there 
are other States where the producer is subject to taxes on farm stored 
collateral even though eventually the collateral is turned over to CCC 
in full satisfaction of the loan. In some instances this tax liability 
also extends to warehouse stored commodities in which the producer 
has an interest. 

H. R. 9650 would permit a producer to avoid payment of such taxes 
by transfer of title and interest to CCC prior to the tax assessment 
date, if such date occurs before the regular loan maturity date. 

Accordingly, enactment of H. R. 9650 could have a significant effect 
on tax revenues and in turn the budgets of certain localities. It thus 
naturally is a matter in which the States as well as the Federal Gov- 
ernment have a substantial interest. 

Under these circumstances, if legislation is necessary to correct any 
inequities and hardships to farmers under current tax laws, your com- 
mittee may want to consider whether a more appropriate solution than 
H. R. 9650 might be through action at the state level. 

The principal change in CCC operations this bill would make 
would be to require CCC to take title to price support commodities 
on many different dates instead of one general uniform date or period 
of time for each commodity. 

This change not only would defeat one of the primary objectives 
of the price support program but it wonld also tend to complicate 
administration of price support programs. 

It is our belief that this bill would be contrary to the objectives of 
the price support program. 

As indicated in our report on H. R. 9650 the purpose of the price sup- 
port loan program is not to provide an immediate cash outlet for 
production. 

Instead the peers purpose is to assist producers in marketing the 
commodity in an orderly manner as a means of obtaining a better 
return. That is why CCC uses nonrecourse loans instead of pur- 
chases for storable commodities. 

Under the nonrecourse loan operation a producer who obtains a 
loan not only can obtain funds needed to meet current obligations, but 
also has the opportunity to take advantage of any market price 
increases between the time he takes out the loan and the maturity date. 

He assumes no price risk since at maturity he can deliver the com- 
modity in full satisfaction of the loan in the event the market does not 
go up to a level which would permit redemptions. | 

If this provision were enacted, any producer, regardles of whether 
he were located in a State taxing CCC loan collateral, and regardless 
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of his reasons, could transfer title to CCC beginning with the very day 
he takes out a loan. 

This in essence indirectly would tend to convert our price support 
program from a loan program to a purchase program—a direct route 
we have sought to avoid. 

It would also be a step toward relieving farmers of what should 
basically be their responsibilities for the merchandising of the drop 
during the season. 

H. R. 9650 also might tend to lessen the interest of banks and other 
lending agencies in financ ing CCC price support loans. Most grain 
loans ave financed by banks, and the provisions for early transfer of 
title to CCC at the option of the producer as provided in H. R. 9650 
would add another element of uncertainty as to the time banks would be 
able to hold loan paper and collect interest from CCC. 

These in brief are the reasons why we have recommended against 
enactment of H. R. 9650. We will now be glad to answer your 
questions. 

The Cuaimrman. Well, do you know of any provision of the con- 
tract, or any provision of the statutory law which would prevent the 
borrower from transferring title or divesting himself of title at any 
time he desires to do so? 

Mr. Ricuarps. I do not know of any provision of law, Mr. Chair- 
man. But we permit equity transfers under certain conditions in the 
case of cotton and then it has to be for the purpose of redemption. 

In the case of grain, we have a special provision that the producer 
‘an sell the commodity so that the proceeds of the sale will be turned 
over to CCC. 

So equity transfers as such are not permitted freely under the 
terms of the loan program. 

The Cuarrman. They are not what? 

Mr. Ricuarps. They are not permitted freely. 

The Cuarrman. What do you mean by “permitted freely” 

They are bound to be permitted—a man may sell at any ee he 
wants to—he may take it out of the loan when he pays off the loan. 

Mr. Ricwarps. I think one of the conditions of the loan program is 
a provision regulating the transfer of equity. I would like to ask 
Mr. Cooper 

The Cuatrman. Do you have a provision in the contract regulating 
transfer of equity ? 

Mr. Cooper. Yes, sir. You are right, Mr. Chairman, when you 
said that the law will permit him to transfer freely any time he pays 
off the loan. 

The Cuarrman. What provision do you have in the contract about 
transferring equity / 

Mr. Cooper. I will read from the Grains and Related Commodities 
Bulletin. These are the regulations governing the price support loans 
on grains and related ¢ ommodities, and are made a part of the contract 
provisions, signed by the farmer in the note and loan mortgage. 

The “grain and related commodities” covers barley, corn, “rain 
sorghums, flaxseeds, beans, oats, rice, rye, soybeans, wheat and any 
other 1956 program for which a ‘commodity supplement to this bulle- 
tin is issued. 
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Section 421.1612 of the 1956 bulletin covering the present loan crops 
provides that— 

(a) The producer shall not transfer either his remaining interest or his right 
to redeem a commodity pledged as security for a warehouse loan, nor shall any- 
one acquire such interest or right. Warehouse receipts will be released only to 
the producer or his authorized agent as provided in section 421.1617. 

(bv) Farm storage loans: The producer shall not transfer, either his remaining 
interest in or his right to redeem a commodity mortgaged as security for a farm 
storage loan, nor shall anyone acquire such interest or right. A producer who 
wishes to liquidate all or part of his loan by contracting for the sale of the 
commodity must obtain written prior approval of the county committee on 
commodity loan form 12 to remove the commodity from storage when the 
proceeds of the sale are needed to repay all or any part of the loan. * * * 

The Cuarrman. Is not that a restriction upon the right of redemp- 
tion and would it not be an unreasonable or unlawful restriction ? 

Mr. Coorrer. No, sir. ; 

‘The Cuatrrman. You have the man agreeing not to sell, the right 
that he has 

Mr. Coorrr. No. 

The CuHatrMan. His equity of redemption. 

Mr. Cooper. We are saying you may sell the grain. 

The Cuarrman. I know. 

Mr. Coorrr. And pay off the loan, but we say, “You may not sell 
your equity subject to the loan.” 

The Cuarrman. That is what I mean. 

Mr. Cooper. In other words, what we are saying is that this is a 
price-support loan for the benefit of the farmer. It is a nonrecourse 
loan. We do not wish the equity of redemption to be transferred, let 
us say, to a warehouseman as we have so often found that it has been 
clone. 

In cotton we have found that more than one transfer of sale has been 
made, and we have been involved in litigation between various trans- 
ferees as to who has the right to the cotton. 

The CHarrMAN. Suppose you have that provision in the contract, 
and notwithstanding that provision, I, as a borrower, sell my equity 
of redemption to Mr. Poage, what can you do about it other than to 
call the loan ? 

Mr. Cooper. I call the loan. 

The Cuarrman. And take over. 

Mr. Coorrr. Yes. 

The Cuarrman. Then what ? 

Mr. Poacr. That title is in you, isn’t it? Then you have got the 
title? 

Mr. Cooper. I have the title. 

Mr. Poacr. Who is subject to tax then? 

Mr. Coorrr. CCC is not subject to tax. 

Mr. Poace. I understand they are not. But who is? I am not. 
Mr. Cooley is not. Who is subject to the tax ? 

Mr. Coorrr. I would prefer to leave that question to the local tax- 
ing authority. 

Mr. Poace. Is not that the whole question involved in this bill ? 

Mr. Cooper. Yes. 

The Cuarrman. You have a provision in there that means nothing. 
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Mr. Cooprr. As far as it meaning nothing taxwise, sir, I am not 
prepared to answer on that. But it does have a meaning as far as 
Commodity Credit Corporation is concerned. 

The Cuarrman. That will not prevent the man from avoiding the 
taxes because he divests himself of the interest. Even if he does it 
in violation of the terms of the contract, even if there were a nonre- 
course loan, all you could do is sue him for the damages as the result 
of the contract. 

Mr. Hagen. What would you do with that man if he did that and 
came back and wanted a loan—would you give him a loan ? 

Mr. Coorrr. That is an administrative policy rather than a legal 
decision. I cannot answer on that. 

The Cnamman. Of course, they would make him a loan. 

Mr. Cooper. I think we, undoubtedly, would make a loan, but if 
it was purchased by a warehouseman I think we would think twice 
before we would issue an approved warehouse agreement to that 
individual. 

The Cuarrman. You have several objections to the bil. 

One is that it would disturb the orderly marketing of the com- 
modity. Well, that would be disturbed at any time the man tries to 
sell his commodity. If it goes 1 penny a bushel or 1 penny a pound 
above the loan value, all he has to do is to cut loose from it and sell 
it. There is nothing you can do to prevent that. 

Mr. Ricwarps. We, certainly, want to encourage that. 

The Carman. What? 

Mr. Ricrarps. We certainly want to encourage that. And you can- 
not always tell at the time the Joan is made what is going to happen to 
the price. 

For example, last fall we had, I do not know, 40 million or 50 million 
bushels of soybeans placed under loan. Well, for quite a little while 
the price was at or below the loan level. 

The producer, had this law been in effect, and had he transferred 
title at that particular time, would have missed a price rise of about 
a dollar a bushel. 

The Cuarmman. Why do you not leave it up to him to make his own 
decision? You are not his guardian. 

Mr. Ricnarps. I think the price-support programs as such, non- 
recourse loans, were intended to make it so that the producer was 
sure of a price, and beyond that he had responsibilities and opportuni- 
ties to sell the product if it got above the loan level. 

The Cuarmman. In the exercise of his own good judgment? 

Mr. Ricwarps. Yes, sir. We not only do it that way; we have in the 
case of grains; for example, a man can take out a loan or a producer 
can take out the loan up to the end of January, so that he is protected 
for quite a long period from the standpoint of his production. 

So that it seems to us that the purpose of the program is to provide 
him with the loan which insures him a price at a certain level, but 
then we would hope that he would exercise his judgment. 

Mr. Poagr. Mr. Richards, you will let him exercise his judgment, if 
in your opinion, that judgment will be profitable to him? 

Mr. Ricwarps. From the standpoint of price; yes, sir. 


79991—56——-4 
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Mr. Poage. But you do not want to let him exercise his own judg- 
ment if in his opinion it will be profitable to him, but you think he 
ought not todo so? All this bill does is to give him the right to exer- 
cise his own judgment and save himself some money. 

In this case his judgment might be bad, you think; therefore, you 
do not want to let him exercise his own judgment. 

Mr. Ricuarps. I think one of the big problems, Mr. Poage, we are 
confronted continually with is Federal encroachment on States. I 
do not think that our price-support program should be operated in a 
way which will interfere with normal State prerogatives. 

Mr. Poage. Nobody thinks that, that I know of. Do you not think 
that it is also desirable to give the producer as much leeway as pos- 
sible to handle his own affairs, so that under the State law he can 
handle them most profitably? You do not think that there is any- 
thing morally wrong in complying with the State law or Federal law 
and thereby avoiding—not evading, but avoiding taxes; do you? 

Mr. Ricuarps. No, sir. But I question whether we should tailor 
our price-support programs in such a way that it will affect 

Mr. Poace. You have tailored your price-support program now in 
such a way that you make it impossible for the farmer to take ad- 
vantage of his State law. You have done that now. 

Mr. Ricuarps. In the cases—— 

Mr. Poace. With the interference with the right of the producer, 
as I see it. Are we to be more concerned with the liberties of the 
local taxing agencies or more concerned with the liberties of the peo- 
ple we are trying to serve? 1 think that is where you come to. 
Which is it? 

Mr. Ricnarps. I do not yield to anybody my concern about the pro- 
ducer. But I do think that the purpose of this price-support pro- 
gram on commodities for years and years has been a nonrecourse loan. 
And it has operated in about the manner that we have described. 

In recent years we have, because of transportation and storage 
problems, had to step up the maturity dates on some of the grains. I 
was sorry we had to do that, because I would have liked to have left 
title with the producer and let him have an opportunity just as long as 
possible to take advantage of possible price increases. 

Mr. Poace. I think we can agree upon the philosophy of this thing 
because I think it is a question of how far you want to go toward 
leaving discretion with the individual. Obviously, you feel that if 
it might not be advantageous to somebody else you do not want to 
leave that diseretion with him. 

Let us follow the mechanics for just a moment. You have given 
us the mechanics on grain. On cotton you require that I come into 
a bank or somewhere else and I execute a form if I am going to sell 
my cotton. I have my warehouse receipts. I have to come in and 
execute this before a notary public and sell to the cotton buyer. That 
is right; it is not? 

r. Ricuarps. Yes, sir. I think there is a time limit in there. 

Mr. Poacr. Yes. You give that fellow, I think, 10 days or maybe 
2 weeks. 

‘Mr. Cooper. Fifteen days. 

Mr. Poace. Fifteen days in which he can redeem that cotton. Now, 
after I have sold my cotton to Mr. Gathings, here he does not redeem 
it within the 15 days. Who owns the cotton? 





DISPOSITION OF COLLATERAL UNDER PRICE-SUPPORT LOANS 47 


Mr. Coorsr. As between Commodity Credit Corporation and the 
producer, the producer owns the cotton. We say that in the provi- 
sions of that form which he signs, he transferred it with the condition 
that it be redeemed in 15 days. 

I suppose you might say that the purchaser of that form or the 
cotton from the original producer bought a 15-day option to buy 
cotton. 

Mr. Poacr. He bought a 15-day option from whom? From you, 
as I see it, because, of course, you had the right to limit that. I 
understand that you have the right to limit that. But you have not 
any right to limit my power to sell whatever I possess, except to the 
extent that it involved your mortgage. So I have already conveyed 
all of the right, title, and interest I have in the cotton. Mr. Gathings 
has got whatever rights I have got. You do not still recognize rights 
in me. You just recognize responsibility on my part. 

Mr. Coorrr. No, we recognize the rights in the producer because 
in the event-—— 

Mr. Poaar. In the event the price goes up later on and I sell it. 

Mr. Cooper. If it is not redeemed from the loan, and we dispose of 
the cotton and there becomes a producer’s equity, we make that equity 
payment to the producer. 

Mr. Poace. Yes. You make it to me, but there is nothing I can 
enforce under State law there; is there? 

Mr. Coorrr. I know no reason why you could not come in and sue 
us for the value of your equity. 

Mr. Poacr. Because I have already sold it to Mr. Gathings, I ean- 
not; he has got the bill of sale. 

Mr. Coorrr. We do not recognize the validity of that transaction. 

Mr. Poace. But suppose the State law does. 

Mr. Coorrr. I am not sure what the State law would do under those 
circumstances as between the ether two parties. 

Mr. Poager. I think we ought to know whether it does or not. You 
have got a perfect right, I understand, to limit the way in which I 
can dispose of my equity so far as you are concerned, 

But you haven't any right to preclude me from exercising my, 
what I might call, common law ight. You, probably, may have some 
valid contract rights; subject, of course, to your rights. I understand. 

Mr. Cooper. And to the person purchasing. 

Mr. Poagr. So that it comes al to the same thing that it came back 
to in the other case that I get rid of my cotton, I haven’t got any 
cotton. So far as that is concerned. Suppose I move this cotton and 
sell it to Mr. Gathings. Our assessment date is January 1. Suppose I 
sell it on the 31st day of December and he does not redeem it. How 
can the State assess anything against me. I couldn’t do a thing in 
the world with that cotton on the Ist day of January, could I? 

Mr. Coorrer. I am not prepared to answer what the State would do. 

Mr. Poaae. It seems to me that you have got to be prepared to 
answer it, if you are going to come up here and tell us that we ought 
not to do this sort of thing and the reason we ought not is because we 
will defraud some school district. 

At least, I agree that you are under no obligation to give us an answer 
on that unless you assume unto yourself the jurisdiction to come up here 
and tell us that we are perpetrating a fraud on the States. 





48 DISPOSITION OF COLLATERAL UNDER PRICE-SUPPORT LOANS 


If we are perpetrating a fraud on the State, tell me how the State 
of Texas could assess me on that cotton that I sold on the 31st day of 
ee even though he does not redeem it by the 14th day of 
vanuary ¢ 

The State cannot look down the line and say he is going to fail 
to redeem it. 

Mr. Coorrer. I suppose under your theory, if you have transferred 
this property to ‘Ir. Gathings, that the State of Texas would assess 
the tax against Mr. Gathings. 

Mr. Poacr. I presume so. 

Mr. Cooper. But that is somewhat a different situation from the 
farmer transferring the property to Commodity Credit Corporation, 
which is exempted from taxation. 

Mr. Poacr. They cannot find Mr. Gathings, Mr. Gathings lives in 
Arkansas. How does the State of Texas get any process on him? 
They cannot sell the cotton because you have got all of the value in 
the cotton. 

Mr. Coorrr. That is true. That is one of the failures in the practical 
collection of taxes. 

Mr. Poacr. Well now, if there is no practical injury to anybody 
here, why are you all crying about it? 

The point is I haven’t heard anybody who has been hurt by this 
thing. And yet there are loud wails here like just taking bread away 
from babies somehow or other. 

Mr. Hagen. Will you yield a moment? 

Mr. Poaar. Yes. 

Mr. Hagen. Mr. Cooper, isn’t it true that the Secretary has the au- 
thority to deny future loans to a man who deliberately violates his 
contract—isn’t there authority in the Secretary to do that? 

IT mean to deny future loans to those in deliberate violation of a 
previous contract ? 

I am not saying whether he has exercised it, but is there not such 
authority ? 

Mr. Cooper. I believe the Secretary would be justified in denying 
price support to an individual who violates his contract to the detri- 
ment of the CCC or the Government. 

Mr. Hacen. That is a big penalty, is it not? If I were a grower 
I would hesitate to be in that position. 

The Crarrman. I thought I understood you to say a minute ago, 
in answer to one of Mr. Hagen’s questions, in the event the man has 
divested himself of his equity and he applied for a loan in subsequent 
years you would make a loan—would hare to make a loan. What 
right have you to deprive a farmer of a loan because he exercised a 
right which he had under the contract, whether it met with your 
approval or not? 

Mr. Coorer. You probably misinterpreted my first statement. 

The Cuarrman. What is it? 

Mr. Coorrr. The question as first posed to me by Mr. Hagen was 
whether we would deny him price support under those circumstances. 
And I said that question called for an administrative policy answer 
rather than-a legal answer. He now raised a legal question whether 
we would have the legal right to deny price support. And I said 
that I felt that under the law the Commodity Credit Corporation, or 
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the Secretary of Agriculture could deny price support to an individ- 
ual who breached its contract to the detriment of the CCC. 

The Cuairman. Well now, how could you do that? Suppose a 
man goes ahead and conveys his equity of redemption—suppose he 
had legal advice to the effect that he has a right to do that. He 
conveys it. Then you consider that he has breached his contract to 
the detriment of the CCC. Then you thereafter for year after year 
will deprive him of the right to this as provided by act of Congress. 
You could not do it. 

Mr. Coorrr. You are saying year after year. That goes too far for 
me to answer. 

The CnHairman. If you have a right to blacklist him for 1 year, 
you have a right to blacklist him forever, if you have that right. 

Mr. Cooper. May I say, sir 

The Cuarrman. You put him in one category. 

Mr. Coorrer. We do not treat such things lightly. 

The Cuarrman. What? 

Mr. Coorzr. We do not treat those things lightly. We recognize 
the rights of the producer and the farmer and the individual. We 
try to help. 

Let me illustrate. If we have found that a farnier is so unreliable 
that he breaks the seals on his bins and uses and feeds the grain with- 
out paying us off and it constitutes a conversion, I think this commit- 
tee itself would be the first to say that we should not go back and 
lend that farmer day after day, year after year, grain if he is guilty 
of that type of act. 

The Cuarman. That is a different proposition. 

Mr. Coorrr. That is the statement that I have made in my rule 
of law. 

The Crarrman. I understand. In the situation we are talking 
about, how could this conveyance or transfer of an equity redemption 
possibly result in disadvantage to the CCC? 

You do not have to pay the taxes. You cannot be subject to the 
payment of taxes. How long have you had that provision in your 
contract ? 

Mr. Coorer. We have had the provision with respect to cotton since 
1940, I believe or 1941. 

As to grain, it was put in there first in 1953. 

The Cuarrman. Have you had any cases to arise under that since 
1953? Has anybody conveyed the equity? 

Mr. Coorrr. Yes, sir. 

The Cuarrman. Transferred the title? 

Mr. Coorer. Yes, sir. 

The Cuairman. What have you done about it? 

Mr. Coorrr. We have taken no action against the producer. 

The CuarrmaNn. That is right. You cannot take any action. You 
do not know what action to take, do you? I would not know, and I 
am a good lawyer. 

Mr. AnpresEn. Will you yield? 

The Cuamman, Yes. 

Mr. AnpresEN. I would like to ask one of you. Assuming this 
transaction has taken place between Mr. Poage and Mr, Gathings, 
under this proposed law where Mr. Poage has sold his equity of re- 
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demption to Mr. Gathings, and the price of cotton goes wp 10 cents a 
pound, Mr. Gathings has the certificate of some kind, or a signed state- 
ment from Mr. Poage. Who would get the 10 cents increase in the 
pound of cotton, if that was redeemed ¢ 

Mr. Coorrer. Mr. Gathings would, if he came in and redeemed the 
cotton from CCC, providing he redeemed it within the 15 days. 

Mr. Anpresen. Mr. Poage would be out of it. He is the man that 
produced it on his farm down in Texas. 

Mr. Coorrr. Yes, sir. 

Mr. Anpresen. He would be divested from any mterest in that 
cotton ¢ 

Mr. Coorrr. Yes, sir. 

May I say that this transfer of equity of redemption on this form 
that we have provided is a method for hts marketiug of his cotton. 

Mr. Hagen. Will you yield a moment, please? That isa very good 
point that you brought out there, because there would be Very little 
incentive for Mr. Gathings to buy this equity im violation of the con- 
tract, because, say, the price did go up, E would rather doubt that the 
Government would let him pull it out of storage and sell it for this 
profit, would they ¢ 

In other words, you have got possession and you certainly weuld 
not make delivery to a man who had made an acquisition in violation 
of the contract. So there would be no meentive for anybody to buy 
these. 

Mr. Cooper. Under the cotton equity transfer we would recognize 
the transfer and the redemption, if made within the time prescribed. 

Mr. Hagen. I know, if there has been comphance with the contract, 
obviously. 

Mr. Coorrr. Certainly, but after the 15 days we would not transfer. 

Mr. Hagen. You would not make delivery, the man would not make 
any profit out of the transaction, so there is no incentive to the assignee 
to engage in transfer of equities in violation of the contract. 

Mr. Anpresen. I want to follow this up Just for a moment. 

In making a transaction of this kind, like Mr. Poage has referred 
to, wouldn’t he make an assignment of his so-called mortgaged cotton 
subject to the loan to the CCC? 

Mr. Cooper. No, sir. That is the thing that we are precluding 
him from. 

Mr. AnpRESEN. You are precluding that now, but in ordinary trans- 
actions. 

Mr. Coorrr. In the normal commercial transaction a person would 
sell his commodity subject to the mortgage, yes, sir. 

Mr. Anpresen. That would be the way you would transfer your 
equity of redemption ? 

Mr. Cooper. That would normally be done that way: yes, sir. 

Mr. Anpresen. I can conceive of how we might have a drought 
down South, although a drought would give them more cotton, so it 
would not be that, but you might have a situation of the Mediter- 
ranean fruitfly coming in there and destroying the cotton and the 
price could go up materially, and the actual producer could redeem 
his cotton. 

In the case of Mr. Poage, I do not see how he can transfer under 
this law or any other law his equity of redemption without making a 
transfer of the cotton subject to the commodity credit loan. 
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Mr. Coorrr. That is right. 

Mr. Anpresen. If it were allowable? 

Mr. Coorrr. Yes. 

Mr. Anpresen. If he could do that with an individual party, not 
having a loan on it, why, of course, he could get a loan from the bank 
and maybe make that kind of a transfer. 

I doubt if the bank would stand for it or loan him any money if 
he made the transfer to somebody living over in Arkansas. Mr. 
Gathings, if he was dealing in transactions of this kind, he could 
just as well go ifto the futures market and buy some 30 bales of 
cotton in the futures market or as much as he wanted to and probably 
at a lower hazard than to take over Mr. Poage’s equity of redemption. 

That isall. 

The Cuatrman. I have a letter from the American Farm Bureau 
Federation which indicates that on some occasion in recent years there 
has been a severe shortage of cars and in that situation the producers 
in those areas have sought to relieve the car shortage situation by 
releasing their grain to ‘the CCC prior to the maturity date of the 
loan. 

Have you permitted that to happen? 

Mr. Ricuarps. That has not been quite the way we have done it. 
We have permitted grain to be moved while still in loan status. 

The Cuamman. Permitted what ? 

Mr. Ricwarps. Permitted the grain to move from one warehouse to 
another where it was still under loan. 

The Cuarrman. But he says here, in the letter that— 
by releasing their grain toe the Commodity Credit Corporation prior to the 
maturity date of their loan. 

Mr. Ricuarps. We have had other cases im the case of car shortages, 
where we wanted movement, we permitted voluntary early delivery on 
the loans. Yes, we have done that. 

The Cmarrman. That is exactly what we are asking. You admit 
that you did it to relieve the car shortage on some oecasions. You 
did it last year for what reason ? 

Mr. Ricuarps. That was the principal reason. Either car short- 
age or storage. 

The Cmamman. Last year? 

Mr. Ricnarps. Yes, sir. This year and last year both. 

The Cuarman. When you did it last year, didn’t you notify the 
people that you were not going to do it this year ? 

Mr. Rrewarps. No; I do not know that. 

The CHarmman. We have had a loan program in operation for 
many, many years. This is the first time that this matter has been 
br ought, I think, to the attention of this committee. 

Maybe it has been here before, I do not. recall, but 1 was informed 
yesterday that North Carolina has a law to the effect that eommodi- 
ties in Government loans shall not be subject to taxation. 

Every communication I have here is from the State of California. 
I haven’t any from North Carolina. I have not had one from North 
Carolina, that I reeall. 

It seems to me that these people are trying to avoid double taxation. 
It is bound to result in double taxation. 

If I put my commodity in the loan just before tax-listing time 
and then go out and buy machinery or invest it in some tangible 
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property that I know I must pay taxes on, then I have to pay taxes 
to the county in which I live or have my grain taken. That is bound 
to be double taxation. 

I do not know why you should be concerned about aiding and abet- 
ting the State of California in double taxation of its citizens. 

‘hat is double taxation. That is exactly what it is. If it were not 
for the double tax possibility nobody would ever have suggested this 
bill. 

Mr. Ricuarps. I think if California will take care of the situation 
like North Carolina has we will certainly have no objection.. 

The Cuarrman. You mentioned in your statement a while ago, let 
it be settled at the State level—through action at the State level. That 
is something unusual coming from a bureaucrat here in Washington. 

Are you advocating settling this thing at the State level? There 
are a lot of things we would like to settle at the State level but you will 
not permit us to do so. 

Mr. Ricuarps. In this one what we were thinking about was if the 
State saw fit to exempt this sort of collateral from taxation, that we 
think it is entirely proper. It is up to the State. 

The Cuairnman. You should make the headlines when you come in 
here and advocate States rights. This is the first time that we have 
heard any bureaucrat advocate State rights for a long time. 

I do not see why you should be so concerned about it. Your lawyer 
knows that any taxpayer in California, any borrower, can divest him- 
self of this title. There is nothing on earth that you can do to prevent 
his doing so. 

But they want to do it in a forthright and honest and upright 
fashion. You are only concerned, really, about the taxing authority; 
isn’t that true? 

You said you did it last year for reason of car shortages. You have 
done it in past years for that reason—and storage shortages. 

Mr. Ricuarps. Of course, the car shortage and storage situation has 
been a recurring problem. It may happen again. If they do not 
happen ordinarily, Mr. Chairman, we prefer not to do it. 

The Cuarman. If you accelerated the maturity date during one 
year, to that extent you were responsible for depriving the State of 
taxes. You were the one who was guilty of the immoral act, if there 
is anything immoral about it. You did it by administrative order. 

Mr. Ricuarps. The reason why we have done that, Mr. Chairman, 
is to try to aleviate shortage or car shortages and at the same time 
make room for the new crop that is coming on in local elevators. 

The Cuarrman. The ultimate effect was to reprive the taxing unit 
of the right to collect taxes on the commodity which you yourself 
took over ? 

Mr. Ricwarps. If the State had a tax on it that would be the case. 

The CuarrmMan. What? 

Mr. Riowarps. If the State had a tax on it that would be the case. 

The Cuarrman. You know that you deliberately did it in Cali- 
fornia. What is the taxing date in California, Mr. Hagen? 

Mr. Haeen. The first Monday in March. 

The Cuarmman. They novel it up from March—accelerated the 
maturity date to February. 
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Mr. Ricuarps. The California situation, Mr. Chairman, which has 
been referred to here day before yesterday—what happened in that 
situation, as I said before, because of the shortage of storage and 
sometimes shortage of freight cars, we have been forced to look at all 
of the maturity dates on grains. We have moved them up. 

The Cuarrman. When you moved it up—what did you move it up 
to, what date? 

Mr. Ricwarps. The first thing we did in 1954, let me say, we moved 
the maturity date on barley in the Southern States, at least the South- 
east, up to February 28. 

Then we ran into California and we had that pattern established ; 
— for the 1955 crop of barley, we moved that up, also, to February 

8. 

The Cxamman. All right now, you moved it in California to the 
28th of February? 

Mr. Ricwarps. No, sir. It was April 30. 

The Cuarrman. What? 

Mr. Ricuarps. The maturity date was April 30. 

The Cuatrman. In California? 

Mr. Ricwarps. Yes, sir. 

The Cuarrman. You moved it 1 week back of the tax-listing time? 

Mr. Ricwarps. Yes, sir. And we were not aware of this tax situa- 
tion at the time we did it. 

The Cuarrman. You were not? 

Mr. Ricwarps. No, sir. 

The CHatrman. Do you not know you were urged to do it by the 
people in California ? 

Mr. Ricwarps. We were not. 

The CuHarrMan. You agreed to do it? 

Mr. Ricuarps. It was not because of the tax situation, Mr. Chair- 
man. It was to relieve the local storage situation. 

The Cuarrman. Do you mean that you did not even know the date 
of tax listing in California when you did this? 

Mr. Ricwarps. No, sir; we did not. 

The Crarrman. I understood that you were urged to move the 
maturity date back, so that it would not have to be listed, and you 
told them then that you would not do it again ? 

Mr. Ricrarps. We moved it forward, as we have done in other 
States, to take care of the storage and transportation situation, so as 
to get the grain out of the way for the new crop. I suppose we made 
a mistake. 

The Cuarrman. Let us have the orders that you issued accelerating 
those maturity dates. Then we could show what did happen, because 
if what you are saying is accurate, then my information is inaccurate. 
Do you a those here ? 

Mr. Ricuarps. We will certainly be glad to supply you with any 
information we have. 

The CuarMan. I would like to see the first orders you issued 
changing maturity date on grains last year and the year before. 

Mr. Ricrarps. Very well. 

The Cuarrman. Are there any further questions? 
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( The information is as follows :) 


Unirep States DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVIGE, 
Washington, D. C., dune 29, 1956. 
Hon. HAko.p D. CooLry, 
Chairman, House Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN COOLEY: Enclosed with our letter to you of June 27, 1956, 
were copies of correspondence and decuments relating to the change of maturity 
dates on grain price-support loan progrems for the crop years 1954-56. With 
this letter we are enclosing additional correspondence relating primarily to the 
maturity date applicable to the 1956-crop barley price-support loans in California. 

The enclosed memorandum of May 10, 1956, from the Acting Director of the 
Grain Division, Commodity Stabilization Service, to the Hxecutive Vice President, 
Commodity Credit Corporation, transmitted the 1956 CCC Grain Price Support 
Bulletin 1, Suppiement 1, Barley, when such document was submitted to the Exec- 
utive Vice President, Commedity Credit Corporation for approval. The memo- 
randum itemized the principal provisions Of the 1956-crop barley price-support 
programs, which are different than for the 1955 crop. While this enclosed memo- 
randum merely points out that the maturity date in Arizona and California is 
changed from February 29, 1956, effective for the 1955 crop, to March 11, 1957, 
to be effective for the 1956 crop, such change was made only after careful 
consideration was given to the objections that were raised by the various inter- 
ested taxing authorities and others concerning the #ebruary 29, 1956, maturity 
date that was in effect for the 1955 crop. The Executive Vice President, CCC, 
was familiar with the problem and it also had been previously discussed with 
interested parties in California by the then Assistant Secretary of Agriculture, 
McConnell, late in 1955 or early in 1956. This matter was also discussed ver- 
bally with the chairman of the California ASC State Committee. In view of all 
the facts, it was decided that the maturity date for price support leans on 1956- 
crop barley in California should be March 10, 1957. Since March 10 falls on 
Sunday, the date was changed to March 11, 1957. 

The copy of the letter dated October 19, 1955, from the Assistant to the Assist- 
ant Secretary of Agriculture to Mr. Charles F. Leach, attorney at law of Cor- 
coran, Calif., forwarded to you with our previous letter on this subject is repre- 
sentative of several other letters that were written to local taxing authorities 
and to Senator Kuchel and Congressman Hagen during the latter part of 1955. 
These letters indicated that no change would be made in the maturity date of 
February 29, 1956, for the 1955 crop but that further careful consideration would 
be given to this matter prior to the determination of the maturity dates for the 
1956 crop of barley. The first indication that a change would be made was in the 
letter written to Congressmon Hagen on March 8, 1956, a copy of which is 
enclosed. 

We trust this additional information will be acceptable. 

Sincerely, 
Preston RICHARDS, 
Deputy Administrator, Price Support. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 8, 1956. 
Hon. HarLan HAGen, 
House of Representatives. 

Dear CONGRESSMAN HaGEN: This is in reply to your letter of January 26, 1956, 
concerning the barley price-support loan maturity date in California. 

In view of the difficulty experienced in the movement of the 1954-crop barley 
under price support prior to the harvest of the new crop, it was felt desirable to 
establish the earlier maturity date for 1955-crop barley produced in California 
for the effective operation of the program. Insofar as practicable price-support 
programs are developed so that the provisions are uniform in all areas. Price- 
support programs can be administered more effectively when a greater degree 
of uniformity exists. Since the harvest of barley in the Southeastern States 
begins about the same time as in Arizona and California, the same maturity date 
was established for those States. Price-support maturity dates for grains have 
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always been established as of the end of the month, therefore, in line with the 
practice followed over the years, February 29, 1956, was administratively deter- 
mined as the maturity date for these States, 

Although no official determination has as yet been made with respect to the 
maturity date for 1956-crop barley price-support loans in California, or in any 
other State for that matter, it is our intention to establish a maturity date for 
1956-crop barley price-support loans in California which will be subsequent to 
the California personal property tax date which we understand falls en the 
first Monday in March. This should correct the inequity that presently exists in 
the 1955-crop program between the producer having a farm-storage loan who will 
be required to pay the tax and the preduecer having a warehouse-storage loan 
whose barley will not be subject to the personal property tax. 

We appreciate your interest in this matter. 

Sincerely yours, 
HowaAkrp J. Doaerrr. 


DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
GRAIN DivistIon, 
Washington, D. C., May 10, 1956. 
To; Executive Vice President, Commodity Credit Corperation. 
From: Acting Director. 
Subject: 1956 CCC Grain Price Support Bulletin 1, Supplement 1, Barley. 

The attached supplement is for publication in the Federal Register im con 
formity with section 3 (a) of the Administrative Procedure Act. It contains the 
specific requirements applicable to the 1956 crop barley price-swpport program. 
The provisions of a general nature which apply to barley and ether commodities 
assigned to the Grain Division are contained in 1956 CCC Grain Price Support 
Bulletin 1, 

While this year’s barley supplement follows quite closely the ene issued in c¢un- 
nection with the 1955 crop barley price-support program, several impertant 
changes have been made. The principal changes are as follows: 

1. Under “eligible producer” (sec. 421.1677 (e)), a provision has been added 
setting forth the responsibility of each person involved in a joint loan. A pro- 
vision has also been added under which the county committee shall determine 
that a producer is ineligible for a farm-storage loan in cases where the county 
office has had difficulty in settling loans with the preducer. In such cases, the 
producer may obtain a warehouse-sterage loan or sign a purchase agreement. 

“. The provisions pertaining to “eligible barley” have been changed to provide 
a reference to certain conditions under which barley, under purchase agreement 
stored in other than approved warehouse storage, not meeting the eligibility re- 
quirements at the time a predelivery inspection is made, may be made acceptable 
for sale te OCC. (See sec. 421.4678 (d).) The details of such conditions, when 
developed in final form, will be issued as an amendment to the settlement pro- 
visions of this subpart. The amendment will also contain the prevision that 
barley meeting the eligibility requirements at the time a predelivery inspection 
is made, but falling below such requirements upon delivery, will be accepted by 
CCC and settlement with the producer will be made on the basis of the market 
differential, the same as for barley under farm-storage loan which dees not meet 
the eligibility requirements upon delivery. 

Also added is the provision that barley containing mercurial compounds or 
other substances poisonous to man or animals will not be eligible fer price 
support. 

3. The table contained in section 421.1680 (d) used in determining the quantity 
of barley by measurement has been revised to include barley testing 49 and 50 
pounds. The quantity of such barley shall be computed at 102 and 104 percent, 
respectively, of barley testing 48 pounds per bushel. 

4. The loan maturity date for Arizona and California has been changed to 
March 11, 1957. Under the 1955 program, the maturity date was February 29. 

5. The deductions for warehouse storage charges have been revised in line 
with the new uniform grain storage agreement rates. 

6. A new paragraph (d) has been added to section 421.1685 which provides 
that in cases where (CC is unable to take delivery of barley stored in other 
than an approved wa: ehouse within the 60-day period following the applicable 
maturity date, the producer will be paid a storage payment of forty-five thou- 
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sandths of a cent per bushel a day beginning on the day after the 60-day period 
and ending generally on the date of delivery. 

7. There has been some additional revision and rearrangement made in the 
interest of clarification. 

The attached supplement has been approved for legal sufficiency by the Office 
of the General Counsel. 

It is requested that you sign the original of the attached suppleinent and initial 
the transmittal letter to the Director, Federal Register Division, Archives and 
Records Service, General Services Administration. 

JOHN E. Tripp. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., October 19, 1955. 
Mr. CHAr.es F. LEacuH, 
Attorney at Law, Corcoran, Calif. 


Dear Mr. Leacnu: This is in reply to your letter of October 6, 1955, to Secretary 
of Agriculture Benson, with which was enclosed a copy of a resolution of the 
city of Corcoran, Kings County, State of California, opposing the maturity date 
of February 29, 1956, established for 1955 crop barley price-support loans in 
the State of California. 

Maturity dates for price-support loans for a commodity are established 
considerably in advance of harvest of the new crop so that as much as possible 
of the old crop can be moved and storage made available to store the new crop. 
In view of the difficulty experienced in the movement of the 1954 crop barley 
under price support prior to the harvest of the new crop, it was felt desirable 
to establish the maturity date of February 29, 1956, for barley produced in 
California for the effective operation of the program. 

The harvest of a considerable portion of the barley produced in California 
begins in May, therefore, it was felt desirable and necessary to establish the 
earlier maturity date for 1955 crop barley price-support loans in California. 
The maturity date of February 29, 1956, will provide for a more orderly operation 
in handling any barley acquired by Commodity Credit Corporation under the 
price-support program and also should tend to satisfy the demands of the early 
producing areas for the movement of price-support grain out of commercial ware- 
houses and farm storage so that sufficient storage space will be available prior 
to the harvest of the new crop. 

Price-support loan programs are an attempt by Commodity Credit Corporation 
to establish a “floor” or “minimum level” under the price of the commodity being 
supported. Producers generally do not place their commodity under price support 
when the market price for the commodity is higher than the support rate. 
However, when the market price is below the support price, the price-support 
loans will offer producers the opportunity to obtain financial assistance to carry 
on their farming operations and still permit them to retain title to the commodity 
so that they will be in a position to take advantage of any increase in the market 
price at a later date. 

A commodity placed under price support should not be turned over to Commodity 
Credit Corporation if it is advantageous for the producer to market his com- 
modity through regular trade channels. The fact that a producer obtains a price- 
support loan on his commodity does not necessarily mean that it will be delivered 
to Commodity Credit Corporation. Past experiences indicate that many loans 
are redeemed prior to maturity and the commodity disposed of through regular 
trade channels. 

The establishment of the barley loan maturity date in California will be given 
further careful consideration prior to the announcement of any price-support 
program on the 1956 crop. Since a number of loans carrying the maturity date 
of February 29, 1956, have already been made and producers have been fully 
informed of the terms and conditions of the program, it is our firm conviction 
that no change should be made in the maturity date for the 1955 crop. We will 
be glad, however, if you so desire, to arrange a meeting at which representatives 
of California may come to Washington to present and discuss this matter further 
with proper officials of the Department. If a meeting is desired, advance notice 
of the date the interested parties will arrive should be submitted so that proper 
arrangements can be made. 

We appreciate your interest in this matter. 

Sincerely yours, 
Howarp J. Doacert, 
Assistant to the Assistant Secretary. 
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Hon, HAroip D. CooLey, 
Chairman, House Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN CooLEy: In response to your request made at the hearing 
held by your committee on June 22 on H. R. 9650, disposition of collateral under 
price support loans, we are submitting copies of correspondence and documents 
relating to the change of maturity dates on grain price-support loans in the 
State of California. This documentation indicates that a serious problem was 
encountered in California and Arizona in the spring of 1954 because of the early 
harvest in that area. Because of these requests the Executive Vice President, 
CCC, approved an order to permit early deliveries of 1954-crop barley. His 
approval was dated February 7, 1955. 

The enclosed documentation contains requests from the field offices that the 
1955-crop barley price-support maturity date be advanced to permit time to move 
the barley before harvest. The maturity date was changed for the 1955 barley 
crop to February 28, 1956. This change was published in the Federal Register 
on May 24, 1955. Following the announcement of this change protestations were 
received from iocal tax units in California and in consideration of these protests 
the maturity date for loans on 1956-crop barley has been determined to be March 
11, 1957, in California and Arizona. This change was published in the Federal 
Register on June 12, 1956. 

Sincerely, 
PRESTON RICHARDS, 
Deputy Administrator, Price Support. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 3, 1956. 
Hon. HAroxip B. Coo.try, 
Chairman, House Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN CooLey: This is in reply to your letter of June 29, 1956, to 
Mr. Preston Richards, Deputy Administrator, Price Support, concerning the 
maturity dates on grain price-support loans. 

Effective with the 1954 crop of wheat, the maturity date of wheat price-support 
loans in the Eastern and Southeastern States was changed from April 30 to 
February 28, and in all other States was changed from April 30 to March 31. 
The maturity dates for oats and rye loans were changed from April 30 to Febru- 
ary 28 in the Eastern and Southeastern States, but was continued as April 30 | 
in the other States. The maturity date for grain sorghums in all States is March 
31, and such date has been in effect for a number of years. The maturity date 
for barley was discussed in previous letters to you. 

The maturity dates as now established, which vary somewhat by commodities 
and by areas, are considered to be a satisfactory approach as they permit freer 
movement of boxcars and also will permit the movement of commodities under 
loans in advance of the harvest of the new crop. 

The maturity dates were established without reference to any taxing date, and 
we have received no protest in connection with such dates except for the criticism 
that was raised when the February 28 maturity date was established for barley 
in California. If we had received objections from any other area, we certainly 
would have also carefully considered them. 

In light of developments in the last few years with respect to the storave and 
transportation situation, it was felt necessary to establish the earlier dates in 
order to get the grain under price support moved from storage in producing areus 
in advance of the harvest of the new crop. 

Sincerely yours, 
Marvin L. McLain, 
Assistant Secretary. 


Mr. Hore, I would like to ask Mr. Richards this question: As far 
as I have been able to learn from the discussion and the testimony 
that has been presented here the only reason which is urged for the 
enactment of this legislation is to enable someone to avoid State taxes. 
I have not heard any other reason given. 
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It is admitted, also, by the proponents of this legislation—not only 
admitted but contended by the proponents—that any holder of a 
warehouse certificate could transfer his right of redemption. 

I do not know why he would de it, ordinarily. 

Now, is not this legislation simply an attempt to make tax dedging 
respectable by bringing the Federal Government into the picture, and 
providing for a method by which the Federal Government will take 
over, the admitted purpose here of permitting someone to dodge State 
taxes ¢ 

Mr. Ricuarps. I am not going to eall anybody « tax dodger but I 
think that would seem to me to be the purpose, to avoid payment 
of taxes. 

Mr. Horr. You have not heard any other argument advanced, have 

you? 
" Mr. Rrewarps. The thing I wanted to make clear to the committee 
is that our action to move the maturity date wp was not in any way 
related to taxes. I suppose we should have known about the tax situa- 
tion out there but we didn’t when, for the 1955 crop, we made the 
maturity date February 28. 

Mr. Horr. I am not referring to that-—to the previous action—I 
accept your statement for that—that.you did not know anything about 
the tax situation, but made it entirely for a different purpose. J 
have no criticism of that, none whatever. I assume you were acting 
in good faith. 

But if we pass this legislation, it would have the effect of making 
it possible to avoid payment of State taxes im a legal way without any 
criticism. That is all. 

Mr. Poacr. I want to pursue the thought Mr. Hope has suggested 
here. 

And let. us see now if it spreads respectability around whom. 

At the present time it is admitted it seems by everybody, that it is 
perfectly possible to avoid the payment of State taxes on these com- 
modities by the device of transfering the title to somebody outside 
of the State. 

Mr. Horr. Well now, will yow yield right there ? 

Mr. Poage. Yes. 

Mr. Horr. I do not know that I would admit that. It seems to me 
if it is done for the purpose of avoiding taxation, I think the State 
ought to have a remedy. I donot knew whether it does or not. But 
the State ought to have a remedy to protect itself against that sort of 
thing. 

The Cuairman. Will you yield? 

Mr. Horr. Yes 

The Carman. I have a case that I carried to the Supreme Court 
of North Carolina myself where a trust company took $40,000 of funds 
which they had on deposit in a bank, invested in Government. bonds 
® days before the tax listing time, sold them 3 days after, and made a 
profit. I represented my own county and took the case to the Supreme 
Court and lost it. 

They said they had a perfect right to do it, nothing to keep them 
from mvesting in the bonds and selling them, and they did it in about 
6 days’ time. 

Mr. Horr. Was it admitted by everybody that was the only purpose ? 


The CuatRMan. Yes. 
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Mr. Horr. I say, you ought to have won it. 

The CHatrman. I know I should have won it, but did not. 

Mr. Hagen. There are accumulated storage charges against that 
thing. He is party to a fraud, if he is convicted. [I would say that 
he was subjecting himself to a potential liability there. 

The Crarrman. A nonrecourse loan. 

Mr. Poace. Let us follow this a little bit. FT have got the floor. 

Mr. Haeen. Then he has to pay the storage charges. I think a man 
would be fool to accept this assignment. 

Mr. Poace. Let us'see what sort of a fool he is. 

And let us see who gets the benefit at the present trme and what 
this bill will do if we passed it. 

I think it is generally admitted—and I do not think anybody ques- 
tions that—that if E were a cotton grower in Texas, and if I raised 
enough cotton—if I have got 500 bales of cotton in the loan, it might 
mean something to you. I can go to the State of Arkans: as—I do not 
have to go to Arkansas—lI can go to Oklahoma or any other State, for 
that matter 

The CHatrman. You cannot sell Gathings any more cotton? 

Mr. Poage. If he does not want any more. I can go anywhere else. 
If I am in the business in a substantial way, I have got connections 
across State lines. 

It actually happens that I do not grow any 500 bales of cotton. The 
10 or 12 bales that I might have, I do not know anybody that would 
buy it. 

But if I grew 500 or 1,000 bales, they would know me and they 
would do me a favor. They will buy my cotton, even though they do 
not expect to make a penny on it, as long as they do not expect to take 
a loss. They will buy my cotton. T hey will take my cotton. 

On Christmas Day or the week before the first of the year, the 31st 
day of December I sell my cotton, and on the Ist day of January, | 
do not own any cotton in Texas. 

If that cotton buyer had a 15-day option he gets a free ride. Most 
any cotton buyer would be perfectly willing to take that free ride. 
If the price goes up even a fraction, any day, he can make a little 
profit on it. If it does not go up, he does not exercise the option. 

And about the 10th of January, the time elapses, and you mark 
your records closed, but I didn’t have any cotton in Texas on the Ist 
day of January: I could not be subject to taxation. 

Mr. Anernetny. You could not, but the cotton would still be sub- 
ject to the taxation. 

Mr. Poage. Allright. So what? Admit that it is. I do not think 
it is. So what? Who is hurt? 

Mr. Apernetiy. The lien attaches to the property. 

Mr. Poace. So what? The Government owns all of the equitable 
interest in that cotton. The Government has got the cotton. So 
what? The lien attaches, let us say. That is, to the cotton, not to 
me. It couldn’t be assessed against me. I didn’t own any. 

Let us attach the lien to the cotton. The Government takes it over 
in April or takes it over the next July, we will say. So what? Noth- 
ing at all. It is an utterly meaningless thing if it does. 

Mr. Anerneruy. I think that-you are arguing against the bill. If it 
is possible to do it, why have the bill ? 





60 DISPOSITION OF COLLATERAL UNDER PRICE-SUPPORT LOANS 


Mr. Poager. I will lead to exactly that. I will show you exactly 
why have the bill, because I can do that if I have got 100, or 500, or 
1,000 and I will do it if I have got that kind of cotton. 

But, if I am a little cotton grower with 5 or 10 bales of cotton, 
nobody will bother about me across the State line. In fact, I cannot 
take the trouble to arrange such a transfer. The result is that there 
is no small mean at the present time can avail himself of these things. 

There is another factor that will keep him from availing himself 
of it, too. That is, that small man lives in the community. There is 
some public sentiment against even avoiding—I am not saying “evad- 
ing,” but against “avoiding” taxes. Many people do not believe in 
these accountants that are in a legitimate business when they figure 
your income tax down. 

There is a public sentiment, particularly among the small people of 
this Nation against avoiding taxes. . 

This man who is growing five bales of cotton will not be able to 
legally avoid any. ba if o could do it, he would not do it because 
of public pressure so that small man will have to ay that tax. 

Those people who own half of the barley in California, they are 
not going to pay that tax. They will not be living there in Kings 
County. They haven’t paid any taxes, have they? Not one has paid a 
dollar taxes. They haven’t paid in the tax. 

Mr. Hagen. Yes, they have. 

Mr. Poace. What? 

Mr. Hacen. They are litigating it right now in the courts. I pre- 
sume it is in the Federal court. There is a lawsuit pending which 
they will be unsuccessful in, I am certain. 

Mr. Poace. You are a pretty good lawyer to say they will be un- 
successful. 

Mr. Hagen, I do know what a lawsuit will come to. 

Mr. Hagen. The county of Kings levied a tax on the 1954 barley 
crop. They paid the taxes under protest. They are now litigating 
the matter in the courts. For various reasons, they maintain that 
this equity is not ownership, but I think they are wrong. 

If this bill is passed, we will be defeating whatever action takes 
place there; intervening in a lawsuit before it is decided. 

Mr. Poaae. If this bill is passed the little man will have the same 
opportunity that the big man has today. That is the sum and sub- 
stance of the bill. The big man can avoid these taxes—can avoid 
these taxes now—can avoid legal liability for them, not evasion—he 
can avoid these taxes. The little man simply for practical reasons 
cannot do it. 

Mr. Horr. Will you yield? 

You and I both have been in State legislatures, as have many other 
members of this committee. 

If that should become a common practice to simply make a sale 
here without consideration, in other words, give it away to somebody 
outside of the State for the purpose of avoiding taxes, how long do 
you think it would be before the State legislatures in any State 
affected would be passing legislation in order to take care of a situation 
of that kind? I think they would be forced to. 

Mr. Poaee. I think they would de it. 





DISPOSITION OF COLLATERAL UNDER PRICE-SUPPORT LOANS 61 


Mr. Horr. I think so. Eventually, they will be bound to come to it. 

Mr. Poage. I think so. 

Mr. Horr. And public opinion will force them. 

Mr. Poage. I think so. Whether you will let that go on during 
that. period 

The Cuamman. Do you desire to make a further statement? 

Mr. Ricuarps. No, sir. 

The Cuarrman. Thank you very much. 

Mr. Ricuarps. Thank you. 

The CuAtrrman. I have some telegrams here from California, that 
I would like the committee to know about. 


One is from Mr. George Sehlmeyer, master, State Grange of Cali- 
fornia : 


H. R. 9650 which provides the producer may, at his election, convey all of his 
right, title, and interest in and to the cc!'ateral securing any loan made under 
authority of this act to the Commodity Credit Corporation prior to the maturity 
date of the loan and Corporation shall accept said title, will be considered by your 
committee tomorrow. 

We believe this measure will prove very advantageous to many agricultura] 
producers by relieving the payment of taxes. We therefore most respectfully 
request the Agricultural Committee of the House of Representatives approve 
this bill. 


Another one from the board of directors of Calcot: 


Beard of directors of Calcot in annual meeting of 3,000 cottongrowers Tuesday 
supports and urges passage your bill, H. R. 9650, to permit farmers to relinquish 
title to commodities pledged under Commodity Credit loans; also urge an amend- 
ment to bill authorizing farmer deposition of commodity to have the option 
of repurchasing his commodity up to date the loans are called nationally by CCC. 


CALcor LTD., 
J. R. KENNEDY, 
Executive Vice President. 


Another one reading as follows: 


California warehousemen are heartily in favor of R. 9650 permitting 
growers to relinquish commodities under loan to Governnient prior to maturity 
date. 

Measure would produce more orderly méVement and storage of commodities 
taken over by Government. It would also relieve farmers of personal property 
tax burden on goods which would ultimately be acquired by the Commodity 
Credit Corporation. 

Jack L. DAWSON, 
Secretary, California Warchousemen’s Association. 


Here is another one from Western States Compress Warehouse 
Association : 


We recommend passage of the bill you are sponsoring that would enable 
cotton farmers who have pledged bales from 1955 and subsequent crops to a 
current Government loan program to transfer ownership of their equities to 
the Commodity Credit Corporation at their discretion at any time after date of 
loan, and before official current expiration date. 

Your measure is most constructive in that it would create better marketing 
opportunities fur a wider range of qualities of a current cotton crop at no 
additional expense during a current year and at the same time.expedite surplus 
disposal. 

Our membership consists of seven plants all located in the San Joaquin Valley 
and each year we handle approximately half of this area’s cotton production. 


WESTERN States Compress & WAREHOUSE ASSOCIATION, 
ZacH L. Freiper, President. 


79991—_56—_5 
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Another one is from Jack Mautz and Don Newsom, Bill Thompson 
9 ? 
Wesley Damron, and Ben Johnson: 


We urge your support of Cooley bill, H. R. 9650, enabling all farmers to 
surrender title to agricultural products pledged to CCC. We definitely believe 
this bill will aid our farm income. 


Another one from Dick Newsom, Doyle Kelley, Bob Nunehew, Mal- 
vin White, and Delbert Self: 


We urge your support of Cooley bill, H. R. 9650, enabling all farmers to sur- 
render title to agricultural products pledged to CCC. We definitely believe this 
bill will aid our farm income. 


One from H. G. McKeever, Corcoran, Calif. : 


I heartily support your bill, H. R. 9650, which would give farmers right to 
divest themselves of CCC pledged commodities if they so desire. In my opinion 
this will materially aid all farmers of every type of crop and will ultimately go 
a long way in stabilizing and boosting farm income. 

Hope that the entire bill will be enacted as soon as possible. 


A letter from John J. Riggle, secretary, National Council of 
Farmer Cooperatives: 


On. behalf of one of our member cotteong marketing association, Calcot, Ltd., 
of Bakersfield, Calif., we urge favorable action on H. R. 9650, with an amend- 
ment providing an option to the producer to repurchase his commodity which he 
transferred to the Commodity Credit Corporation, in order that the locally stored 
commodity can be resold by the producer to a handler to round out a private 
sale either in the domestic or foreign market. Otherwise it looks as if more 
commodities would pile up in the Commodity Credit Corperation if provisions 
are not made for the private trade to function freely in the market. 


Here is one from James R. Tocher, president, State Association 
of County Assessors, and Russell C. Horstmann, secretary of the 
State Association of County Assessors, Oakland, Calif. They are 
opposed to it. 


Re H. R. 9650, bill to provide that producers may relinquish their interest 
in agricultural commedities held as collateral for price support loans, the State 
Association of County Assessors of California in unanimous action at their 
meeting June 14 in San Francisco, Calif., passed the following resolution: 

“Whereas the House of Representatives bill No. 9650 introduced by Mr. Cooley 
will come before the Committee on Agriculture for consideration June 19 and 20; 

“And whereas a study of the bill by the association discloses serious defects 
in that (1) it will put an impossible burden on the county assessors and the 
Commodity Credit Corporation county committees to determine the ownership 
of the property on the lien date for taxes; (2). it will result in a material shift 
of the tax burden in many agricultural counties: Now, therefore, be it 

“Resolved, That the State Association of County Assessors does unanimously 
oppose the proposed legislation contained in House bill No. 9650 and directs 
that copies of this resolution be transmitted immediately to the chairman, House 
Committee on Agriculture.” 


I have another letter from the same group : 


Enclosed is copy of resolution regarding H. R. 9650 which was unanimously 
passed at a meeting of the State Association of County Assessors held June 14 
in San Francisco. 

Telegram was also sent to you today regarding the same matter, which I trust 
you have received. 

It will be appreciated if serious consideration is given to the enclosed 
resolution. 
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Here is a telegram from the 58 county governments: 


CouNTY SUPERVISORS ASSOCIATION OF CALIFORNIA, 
Sacramento, Calif. 

California’s 58 county governments vigorously protest any approval of H. R. 
9650. This bill constitutes substantial inroad on property tax based on Cali- 
fornia’s local governments. 

Many schools and special districts would be hit severely. Effect of the bill 
would be legalization of evasion of over $1 million in property taxes annually 
in California alone. Understand bill set for subcommittee hearing Wednesday. 


WILLIAM R. MacDouGa.L, General Manager. 


And we have a letter from the American Farm Bureau Federation 
which refers to the matter I mentioned a moment ago: 


The American Farm Bureau Federation does not have any policy relating to 
the full concept that producers may elect to relinquish their interest in col- 
lateral commodities as contemplated in H. R. 9650. 

We do, however, have a policy relating to one aspect of this issue as follows: 

As you know, in certain of the grain-producing areas, particularly in the 
Northwest, there has been in recent years a severe car-shortage situation. The 
producers in that area have sought to relieve the car-shortage situation by re- 
leasing their grain to the Commodity Credit Corporation prior to the maturity 
date of their loan. 

The Commodity Credit Corporation has, however, considered that if they 
were to accept delivery of grain prior to the maturity date, and the market 
price should increase to a level in excess of the loan level, that CCC might have 
a contingent liability. The legal uncertainty of the situation has prevented 
the Commodity Credit Corporation from taking any action in the matter. 

We would therefore recommend that, in those instances in which a car-short- 
age situation is anticipated, the Commodity Credit Corporation should be author- 
ized, when mutually desired by the farmers and the Commodity Credit Corpora- 
tion, to accept the commodity collateral without contingent liability. 

Your consideration of this recommendation is respectfully recommended. It 
will be appreciated if you will include this letter in the record of the hearing. 


Mr. Horr. Does it mention anything else? 

The CuarrMan. It only mentions that one aspect. It does not have 
any policy relating to full concept that producers may elect, and so 
forth. 

Mr. Gordon Garland, would you like to make a statement now ? 


STATEMENT OF GORDON GARLAND, CORCORAN, CALIF. 


Mr. Garuanp. Yes, sir; I would. 

Mr. Chairman and members of the committee; I would like to sug- 
gest before offering my statement that I have a list of the names of 
the people here whom I represent directly, about 40 in number. 

(The list is as follows :) 


FARMERS REPRESENTED BY GORDON GARLAND IN APPEARING ON H. R. 9650 


Virginia Salyer Nichols, Hanford, Calif. 

Joe Sherwood, Hanford, Calif. 

John Miller, Corcoran, Calif. 

Murray Land Co., Corcoran, Calif. 

Gertrude Smith, Hanford, Calif. 

Elmer Von Glahn, Corcoran, Calif. 

Cordie Salyer, Corcoran, Calif. 

Forrest Riley (delta farming), Corcoran, Calif. 
J.B. Long, Corcoran, Calif. 
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Tilford Cheney, Tulare, Calif. 

E. C. Salyer, Corcoran, Calif. 
Laura Gene Bugg, Tulare, Calif. 
Garland Salyer, Corcoran, Calif. 
Frank Lagomarsino, Tulare, Calif. 
Elrena Lagomarsino (trustee), Tulare, Calif. 
Salyer Land Co., Corcoran, Calif. 
Fred Lagomarsino, Tulare, Calif. 
Oaks Estate, Tulare, Calif. 

Glen Sego, Hanford, Calif. 
Crockett & Gambogy, Corcoran, Calif. 
Wishon-Watson, Corcoran, Calif. 
Fred Brown, Corcoran, Calif. 
Hazel Gooday, Corcoran, Calif. 

W. (Bob) Wilbur, Corcoran, Calif. 
Harry Shuklian, Visalia, Calif. 
Graydon Nichols, Hanford, Calif. 
Don Davis, Waukena, Calif. 
Wayne Murray, Corcoran, Calif. 
John Hill, Hanford, Calif. 

Verdo Gregory, Corcoran, Calif. 
Lester Wilson, Tulare, Calif. 
Esther Wilson, Tulare, Calif. 
Louis Tuck, Tulare, Calif. 

Juan Torres, Tulare, Calif. 

Jesse Torres, Tulare, Calif. 

John Torres, Tulare, Calif. 
Bryce Sherman, Tulare, Calif. 
Jack Sherman, Tulare, Calif. 
Graves Farms, Corcoran, Calif. 
P. Gonsalves, Hanford, Calif. 
W. L. Renfro; Firebaugh, Calif. 
R. H. Howard, Dos Palos, Calif. 
Mike Rahilly, Merced, Calif. 


Mr. Garuanp. I have a petition here bearing the names of about 
135 residents of Tulare and Kings Counties. 

The CuarrmMan. How many ? 

Mr. Gartanp. 135 people, all residents of Kings and Tulare Coun- 
ties, offering this petition, petitioning your honorable body to pass 
H. R. 9650. It will be noted that these signatures were all obtained 
on June 18 and June 19, and I am informed that that list of names 
was obtained by one person in those 2 days. 

The CuarrmMan. June 18 and 19? 

Mr. Gartanp. Correct. 

Mr. Haagen. Who is that first person? 

Mr. Gartanp. A very small grower in the town of Corcoran. I 
understand he has 20 acres of barley. 

(The petitions are as follows :) 


PETITION 


The undersigned petitioners, all residents of the San Joaquin Valley of Cali- 
fornia, respectfully petition the Members of Congress to support H. R. 9650. This 
bill, introduced by the Hon. Harold D. Cooley, chairman of the House Agriculture 
Committee, will give the farmer tax and economic relief and will help to correct 
the disparity between the farm economy and the general economy of the United 
States: 


J. W. Denton, Box 842, Corcoran, 

C. E. Long, General Delivery, Corcoran. 
Mike Garcia, Rt. 1, Box 85-B. 

Jimmy Ramos, Post Office Box 246. 
Clarence Turner, Post Office Box 131. 
Harold Parks, Post Office Box 1087. 
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Stewart Archie, Corcoran, General Delivery. 
Peater Lagordia, Post Office Box 488, Corcoran. 
Albert Skidmore, 72 Champion Lemoore, Calif. 
Sam Crookshanks, 1511 Sherman, Corcoran, Calif. 
Lowell Beason, 1209 Jepson, Corcoran. 

V. E. McFarland, 1700 Josephine, Corcoran. 

L. H. Murphy, 1225 BE. Kern, Tulare. 

LeRoy Ripland, 19755 Tenth Avenue. 

Leita P. Clawson, 19762 Laure! Avenue, Lemoore, Calif. 
Florence L. Smallwood, Postoffice Box 234, Stratford, Calif. 
R. W. Smith, 1412 Letts Avenue, Corcoran. 

Frank Hays, 457 South E, Tulare. 

Helen Louise Hall, 15144 Laurel Avenue, Hanford. 
R. Martinez, 2427 South V, Fresno. 

A. Montgomery, 1007 Avenue J, Corcoran. 

Ray Brown, Postoffice Box 1044. 

Robert Lee Smith, Corcoran General Delivery. 
Donald H. Hixon, 708 Letts, Corcoran. 

Harrison M. Baker, 1317 Hall. 

James G. McLan, 1421 Sherman. 

Irma G. Claw, 1509 Letts. 

Doris Kreider, 1939 South Dairy Avenue, Corcoran. 
Dorothy Pitman, 1004 Claire. 

Charlotte Ginsburg, 1120 Chase. 

Mrs. Cora M. Higby, Sherman Avenue. 

Otto Koepke, Jr., 920 Claire Avenue. 

Cc. M. Keegan, 1424 Wigdal. 

Martha Keegan, 1424 Wigdal. 

M. Gail Craig, 1714 Bell Avenue. 

Dale Hammond, 1518 Hale Avenue, Corcoran. 
Grace Ann Gregory, 1123 Whitley. 

Clyde E. Harris, 1017 Norboe. 

Thomas R. Robinson, 1304 Sherman. 

Henry W. Soultrop, Post Office Box 487. 

Norris Dunbin, 2111 Louge Avenue, Visalia. 

Fred J. Meason, 1524 South J, Tulare. 

Karl Publeo, 1314 King, Corcoran. 

Elmer Thomas, 1139 Van Dorsten. 

Floyd Andrews, Post Office Box 16, Corcoran. 

Peter R. Gadd, Jr., 709 Claire Street, Corcoran, Calif. 
George I. Truckell, 1522 Hanna, Corcoran. 

Erwin E. Smith, 704 Josephine, Corcoran. 

Allan G. Tamlks, 914 Letts Avenue, Corcoran: 
Robert House, 1731 Chase, Corcoran. 

Walter Martin, Route 4, Box 65, Tulare, Calif. 
Robert Washington, Route 1, Box 198, Corcoran, Calif. 
Jennie V. Jackson, 756 Pickerill. 

John Jackson, 756 Pickerill. 

West Peterson, Post-office Box 521, Corcoran. 
Perlie Peterson, Post-office Box 521, Corcoran. 
Bank Cale, General Delivery, Corcoran. 

Lucille Shapend, 745 Gardner. 

Viola Henderson, 23138 514 Avenue. 

Hudy Stinson, General Delivery, Corcoran. 

Virgil Williams, 739 Pickerill. 

Calvin Moore, 728 Pickerill. 

Mary Cole, 753 Pickerill Avenue, Corcoran. 

J. H. Cole, 753 Pickerill Avenue, Corcoran. 

Henry Peterson, 762 Pickerill Avenue. 

Letha Mae Peterson. 

Samuel Patrick, 731 Pickerill Avenue. 

Henry White, 728 Pickerill Avenue. 

Hattie White, 728 Pickerill Avenue. 

John Patterson, 720 Pickerill Avenue. 

Mollie Patterson, 720 Pickerill. 

Callie Jackson, 716 Pickerill. 

Joseph Moore, 716 Pickerill Avenue. 
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Mattie Ford, 704 Pickerill Avenue. 
Bennie Ford, 704 Pickerill Avenue, 
Richard A. Reuther, 39329 Road 20, Kingsburg, Calif. 
Hosman L. Hastin, 1500 Estes, Corcoran, Calif. 
Stuart R. Bartlett, 1001 Wigdal Avenue, 
Clyde Qualls, Post Office Box 518, Five Points. 
Frank De Soto, P. O. Box 12, Waukena. 
Jane D. Bartholomes, 908 Estes. 
Mrs. D. A. Farentain, Post Office Box 55. 
Guadalupe De Corto, Post Office Box 12, Waukena. 
Mrs. Frances A. Wright, 708 Estes Avenue. 
Geo. J. Rocke, 803 Hall Avenue. 
Hugh Osborn, 941 3 
M. L. C , Coreoran Journal. 
William Marshall, 1516 Grayson Ave. 
R. F. H——-——, 907 Estes Avenue, Corcoran. 
Joel Lotte, 1919 Brokaw Ave. 
Donald Wilson, 703 Estes Avenue. 
Mrs. Roy Stone, 1815 Sherman Avenue. 
Roscoe H. Massey, Box 986, Corcoran. 
S. P. Whitehead, 726 Josephine, Corcoran. 
Frank G. Harris, 1516 Hall, Corcoran. 
Christine Blackman, 148 5th Avenue. 
Mrs. R. W. Doan, 1710 Bell, Corcoran. 
Leo B. Clawson, Box 146, Stratford, Calif. 
Maurice M. Green, 544 North M Street, Tulare, Calif. 
Inez McLaughlin, 1142 Van Dorsten, Corcoran, Calif. 
Harold G. Lee, Route 1, Box 50. 
Glenn M. Cross, Box 908, Corcoran. 
Verde B. Gregory, 1123 Whitby, Corcoran. 
Lorraine H. Corrall, Post Office Box 146, Corcoran. 
Inez Laswell, 1611 Josephine. Corcoran. 
Richard W. Doan, 1710 Bell, Corcoran. 
Johnniee V. Adams, 1515 Josephine, Corcoran. 
Howard M. Willis, 1000 Letts Avenue, Corcoran. 
Edythe G. Whitehead (Mrs. 8S. 8.), Post Office Box 393, Corcoran. 
Richard H. Blanton, 1614 Hale Avenue, Corcoran. 

, 711 Estes, Corcoran. 
Bowin RB. Cole, 1714 Ledds, Corcoran. 
Henry F. Agricola, 1209 Cardoso, Corcoran. 
Lowell Mostelle, 1120 Whittey Avenue. 
Josephine Lorraine Fox, 1500 Hall Avenue. 
A. L. Simons, 1005 Claire Avenue. 
George W. Brassfield, Post Office Box 231. 
Billie R. LeMay, 1509 Wigdal. 
Alton A. Pitman, 1004 Claire Avenue. 
Xaber K. Skant, 4824 Kester Avenue, % P. O. 
E!mer Coon Blaley, 1702 Whitby Avenue. 
Thomas J. Hancock, 1420 Hanna Avenue, Corcoran. 
A. L. Finnly, 1017 Estes Avenue, Corcoran. 
Jean Wallace Miller, Post Office Box 841, Corcoran. 
A. R. Salvador, Post Office Box 188, Corcoran. 
Ida M. Salvador, Post Office Box 188, Corcoran. 
J. B. Long, Post Office Box 331, Corcoran. 
Arman Shuklian, 14th Avenue, West, Visalia. 
Geo.. Shuklian, 13455 First Avenue, Harford. 
Harry Skuklian, 18th Avenue, West, Visalia. 
L. W. Turk, Rural Route, Tulare. 


Mr. Gartanp. Then I have in my papers here a copy of the tele- 
gram which you alluded to, Mr. Chairman, from Calcot, the one 
and only cooperative cotton-marketing organization in the State of 
California. I happen to be a member of that organization. That 
is the reason a copy of that was sent to me. 
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I would also like to offer a copy of a letter that I am informed 
was sent to Congressman Hagen by the six residents of Tulare and 
Kings Counties. 

The Cuarrman. Is that Congressman Hagen, of California? 

Mr. GarLanp. Yes, sir. ; 

Mr..Hacen. I have several pros and cons and I intend to put all 
in the record. 

(The letter, date June 18, is as follows:) 

June 18, 1956. 
Hon. HAaLaANn HAGEN, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Hagen: It has come to my attention through newspaper clippings 
in both the Hanford and Fresno papers you stand in opposition to the bill 
(H. R. 9650) presented by the Honorable Harold E. Cooley. 

In my opinion there is no feasible reason why this bill is not a very fair 
and equitable way to handle this program. ‘To the best of my knowledge I have 
found people with whom I have discussed the introduction of this bill very 
much in accord with it. You and the Kings County Board of Supervisors are, 
to the best of my knowledge, the really only organized opposition. 

Mr. Hagen, for the good of your constituents I sincerely hope you will change 
your position in regard to the bill, H. R. 9650. 

Yours truly, 


Mr. Gar.anp. I have also a copy of the wire sent to me directly by 
Mr. George Sehlmeyer, master of the California State Range. In 
California he represents mainly the small farmer and has for many, 
many years. 

He is a recognized leader and representative of the small farmer 
in legislative halls and other places. 

I would like to allude to the wire which you mentioned, Mr. Chair- 
man, which you received from a man by the name of McKeever in 
Corcoran, for one very specific reason. 

Mr. McKeever is chairman of the Kings County ACS Committee, 
that is the committee which administrates, or administers these acts, 
rules, and administrative orders at the county level. 

Mr. McKeever, who is in support of this bill, as your wire indicated, 
is also a member of the City Council of Corcoran, and is past president 
of the Sugar Beet Association, and now a director of the Sugar Beet 
Association of California. 

I offer a telegram to that effect. 

(The telegram is as follows:) 

Corcoran, Carir., June 21, 1956. 


Gorpon H. GARLAND, 
Shoreham Hotel: 


Ray Provost contacting Banks Young for National Cotton Council’s support. 
Provist also promised to phone you. Russell Kennedy promised to contact 
National Co-op Council and have them testify favorably. Fresno Cotton Ex- 
change has also sent favorable wires; also had a number of wires sent from Kern 
Covnty last night. Telegram being sent to Cooley and Hagen today bv H. G. 
McKeever, of Corcoran. Suggest you call to Mr. Cooley’s attention McKeever’s 
telegram as McKeever is chairman of the Kings County ACS Committee ; a mem- 
ber of the Corcoran City Council, and past president of Sugar Beet Associa- 
tion, and now a director of Sugar Beet Association, Ranchers, Cotton, Oil; also 
sent favorable telegrams yesterday. Good luck. 

ALBERT ARMOR. 
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Mr. Gartanp. In addition to that, Mr. Chairman, I would like to 
offer a copy of the résumé which, in fact, is a digest of information as 
to liability of producers for tax on agricultural commodities pledged 
under price support loans. 

This is a digest which was compiled for us by a group of tax experts 
in Washington, D. C., and sets forth what the situation is in each of the 
States. 

[ am sure you will find that of interest. 

(The digest is as follows :) 

WasHIneron, D. C., June 18, 1956. 


DicEest OF INFORMATION AS TO LIABILITY OF PRopUCERS FOR TAX ON AGRICULTURAL 
COMMODITIES PLEDGED UNDER PRICE Support LOANS 


ALABAMA 


Tangible personal property is taxable but agricultural products which remain 
in hands of producer are exempt. 
ALASKA 


Personal property is taxable unless exempt. Agricultural products are not 
exempt. 
ARIZONA 


There is a general personal property tax uniformly assessed against all or 
nearly all items of tangible projerty. 

However, section 73-702 of the Arizona Code provides inter alia that “* * * 
personal property mortgaged or pledged, shall, for the purpose of taxation, be 
deemed to be the property of the person who has the possession thereof.” 


ARKANSAS 


The State revenue department does not collect any such tax, but unless there 
is a provision of the Federal act prohibiting such taxation, the various counties 
collect a tangible personal property tax from the person or persons having title 
to personal property. 

CALIFORNIA 


Tangible personalty is taxable in the county where located on assessment date 
(first Monday in March). 

Rulings.—Cotton stored in State;ut subject to mortgage to Commodity Credit 
Corporation is taxable, even though Corporation turns over warehouse receipts 
to Reconstruction Finance Corporation as collateral for loans to Commodity 
Credit Corporation (Office of the Adjutant General, May 28, 1938). 

Agricultural products placed in pools and pledged to Commodity Credit 
Corporation are taxable (Office of the Adjutant General No. NS 3326, March 3, 
1941). 

COLORADO 


There is a tangible personal property tax. It has not been the practice to 
assess agriculture products, although there is no specific exemption. 


CONNECTICUT 


All goods, chattels and effects, belonging to owner are subject to tangible per- 
sonal property tax. There is no exemption for agricultural products. 


DELAWARE 
No personal property taxes are levied in this State. 


FLORIDA 


All tangible personalty, not expressly exempt is subject to taxation. 
There is no exemption for agricultural products. 
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GEORGIA 


All personal property is subject to tax. There is an exemption of all farm 
products, including baled cotton, grown in Georgia and remaining in the hands 
of the produced, for the next year after their production. 


IDAHO 


Agrieultural commodities under loan are subject to assessment. However, 
there has been no effort to place assessment ©n this class of property. 


ILLINOIS 


Tongible personal property, such as grain mortgaged or pledged to the CCC 
by the producer, is considered to be the property of the producer and is assessed 
to him. 

INDIANA 


It is the general practice of the assessors of Indiana to assess for taxation 
purposes grain sealed on the farm upon which a loan has been granted by the 
Commodity Credit Corporation, if the same is found on the farm as of March 
1st. 

IOWA 


In lieu of property tax on grain, tax of 4 mill per bushel handled is imposed 
on grain handlers. Statement to assessor is required annually within 60 days 
after January 1. 

KANSAS 


Every kind of personal property is taxable except as exempted. Personal 
property pledged as collateral security for an indebtedness is taxable to the 
pledgor. However, no instance has been found in which the tax has actually 
been levied on commodities pledged under price-support loans. 


KENTUCKY 


Personal property tax applies to all personal property unless exempt. 
Agricultural products are exempt from taxation to the extent of the amount 
of any unpaid nonrecourse loan or loans thereon granted by the United States 
or any agency thereof. 
LOUISIANA 


All tangible personal property is taxable unless exempt. The law exempts 
agricultural products while owned by the producer. 


MAINE 


All personal property in State is subject to taxation. 
However, hay, grain, potatoes, orchard products and wool, owned by and in 
possession of producer, are exempt. 


MARYLAND 


A general personal property tax is uniformly assessed against nearly all types 
of tangible personal property. 

“Crops or produce of any land in the hands of the producer or his agent” is 
exempt from assessment and from State, county, or city taxation. 


MASSACHUSETTS 


All tangible personal property including goods, chattels, and effects within 
the State is subject to taxation unless specifically exempt. There is no exemp- 
tion applicable to commodities pledged for price-support loans. 


MICHIGAN 


There is a personal property tax. There is an exception for certain agricul- 
tural products as follows: 
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All agricultural products for ultimate use as animal or human food and 
located in a public warehouse on assessment date if— 
(a) Designated as in transit. 
(b) Will be shipped outside Michigan. 
In lieu of general property tax, specific tax of 2 milis per 100 pounds is im- 
posed on grain owned or held by dealers. 











MINNESOTA 










Such property is assessed against the owner as personal property. The list- 

ing is made to the local assessor of the taxing district in which the farm is 

located with which the personal property is connected. / 
The taxable value of farm products in the hands of the producer is assessed 

at 10 percent of the full value. 

MISSISSIPPI 
































Tangible personal property taxed. There is an exemption of all farm prod- 
ucts grown in Mississippi for period of 2 years after they are harvested, when 
possession of or title to is in producer, ete. 


MISSOURI 


The owner or holder of such property is subject to taxation in the State of 
Missouri. 
a MONTANA 





For the purposes of assessment, wheat (and presumably other commodities) on 
which the Commodity Credit Corporation has a mortgage is assessed to the owner 
who has pledged or mortgaged it as security for a loan. 


NEBRASKA 


Grains pledged to the Commodity Credit Corporation as security for loans 
remain taxable and are assessable to the pledgor. 


NEVADA 







Personal property is taxed. 


However, mortgaged or other pledged personal property is taxed to the person 
having possession of the property. 


NEW HAMPSHIRE 





There is a general personal property tax, but instead of making all tangible 
personalty taxable, as is done in most of the States, the law of New Hampshire 
specifically enumerates certain taxable items, not including agricultural products. 


NEW JERSEY 


Law requires assessment of all tangible personal property within jurisdiction 
of State not expressly exempt. There is no stated exemption for agricultural 
products. 













NEW MEXICO 






All personal property taxed unless specifically exempt. 
Included within the exemptions are: “Agricultural products while owned by 
original producer must not be listed or assessed for taxation during calendar year 
in which produced nor during calendar year following production.” 


NEW YORK 
Personal property, whether tangible or intangible, is not taxed as such. 
NORTH CAROLINA 


Tangible personal property is taxed. Included within the exemption there- 
from: 

Cotton, tobacco, and other farm products owned or held by the original pro- 
ducer are exempt until second year following that in which grown. 
and 
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Cotton, tobacco, and other farm products held or stored for foreign shipment 
in seaport terminals or within 10 miles of any seaport town or city. 


NORTH DAKOTA 


train mortgaged to the Commodity Credit Corporation is taxable. It becomes 
exempt from assessment and taxation only when ownership passes to the 
Commodity Credit Corporation. 

This queston came up frequently in North Dakota in 1955. In prior years, 
the maturity date of Commodity Credit Corporation loans was subsequent to 
April 1, the assessment date for personal property tax. In 1955, the loan con- 
tracts provided that the loan would mature and the Government take title on 
March 31. In this case, the grain was held not to be assessable because it was 
owned by CCC on April 1, the assessment date. 


OHIO 


Agricultural products pledged under loans from the Commdoity Credit Cor- 
poration are taxable to the producer until “after the farmer has decided to 
release his products by not redeeming his note.” 


OKLAHOMA 


All tangible personal property is subject to taxation unless specifically exempt. 
There is no specific exemption for agricultural products. 


OREGON 


Oregon does impose a tax upon agricultural commodities pledged to the 
Commodity Credit Corporation. 


PENNSYLVANIA 


There is no tangible personal property tax. 


RHODE ISLAND 


There is a tangible personal property tax. 


SOUTH CAROLINA 


Tangible personal property is generally taxable. (The person having pos- 
session or charge of property is liable for the taxes, buat if he pays he may 
reimburse himself from the property.) 


SOUTH DAKOTA 


It appears that as of May 1st every producer becomes liable for a tax of 
one-eighth of 1 mill per bushel on all grain produced or owned by him during 
the preceding year no matter whether it is placed under a Government loan or 
otherwise disposed of. 

TENNESSEE 


There is a tangible personal property tax, but there is an exemption for growing 
crops, the direct product of the soil, in the hands of the producer or his immedi- 
ate vendee. 

TEXAS 


Tangible personal property taxed. 
Hxempted: Farm products in hands of producer, and family supplies for 
home and farm use. 
UTAH 


Apparently agricultural commodities pledged to the Commodity Credit Cor- 
poration are subject to tangible personal property tax assessable by the counties. 
However, only one county in the State imposed a tax on grain in storage during 
the year 1955 and this grain was not pledged to the Commodity Credit Corpora- 
tion. The State tax commission at the present time has no intention of subject- 
ing grain to the personal-preperty tax. 
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VERMONT 


Counties tax personal property which is not exempt. 


There is no exemption 
for agricultural commodities as such. 












VIRGINIA 


Tangible personal property is set aside for local taxation exclusively. Agri- 
cultural commodities in the hands of the producer are exempt. 


WASHINGTON 









Tangible personal property is taxable. Grain owned by the producer is ex- 
empt from tax for the year following the year of harvesting. 


WEST VIRGINIA 


Tangible personal property is taxable unless specifically exempt. There is no 
exemption for agricultural products as such. - Personal property mortgaged or 
pledged is, for the purposes of taxation, deemed to be the property of the party 
who has possession. 


WISCONSIN 


All farm commodities except tobacco are subject to assessment as of May 1 
of each year. All other commodities pledged to he Commodity Credit Corpora- 
tion as security for a loan would be subject to this tax. 


WYOMING 


Tangible personal property taxed and no exemption for agricultural products. 


Mr. Gar.anp. Proceeding formally now, Mr. Chairman and mem- 
bers of the committee; my name is Gordon Garland. My home is 
in Woodlake, Calif. I am a farmer and operate two diversified 
ranches in California. I am appearing here on behalf of myself 
and a number of other farmers in California who are interested in 
H. R. 9650. 

I appreciate very much the privilege of appearing before this com- 
mittee to support this proposed legislation. I want to present to you 
as best I can the reasons'why this bill is necessary and equitable and 
why it should be enacted into law; 

The purpose of H. R. 9650, as the title indicates, is to provide that 
producers may, at their own election, relinquish their residual interest 
im agricultural commodities they have placed under price-support 
oans. 

Under existing law, the power to fix the maturity date of price- 
~— loans and to fix the terms and conditions under which the 
collateral shall or may be surrendered is vested in the Secretary of 
Agriculture. 

Price-support loans are nonrecourse loans and the farmer is not 
liable for any deficiency arising from the sale of the collateral if the 
proceeds of the sale are not sufficient to discharge the loan. 

The farmer may, if he wishes, discharge the loan prior to maturity 
and redeem the commodity held as security. However, if he does not 
wish to discharge the loan, there is no way in which the farmer can 
advance the maturity date. 

The farmer may be willing and anxious to give up all his rights 
in the commodity and clean the slate before the loan matures, but 
there is no way in which he can do this. 

This frequently results in a very unfair situation in connection with 
liability for State and local taxes on tangible personal property. 
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When the market price of a commodity is depressed below the 
support price, the producer’s interest in such commodity pledged to 
the Commodity Credit Corporation as security for a loan may be 
worth nothing at all. 

Nevertheless, the producer may be required to pay tax on the total 
value of the commodity. The result is to impose an unwarranted 
burden upon him simply because he holds the naked legal title to the 
commodity. 

And as matters now stand, he cannot divest himself of this legal 
title prior to the maturity date of the loan. 

H. R. 9650 would remedy this situation by permitting the farmer, 
at his election, to transfer the legal title to the Commodity Credit 
Corporation prior to the maturity of the loan. 

He then would have no further interest in the commodity, his right 
of redemption would be extinguished, and he would not be subject 
to the personal-property tax on the commodity. 

In supporting H. R. 9650, 1 proceed from the premise that the law 
which provides price supports for agricultural commodities is con- 
stitutionally sound and reasonable and, further, that they are an eco- 
nomic necessity. They are the principal means afforded to the farmer 
to reduce the disparity between the agricultural and general economy 
of the country. 

Embodied in the premise from which I proceed is unshakable faith 
in the principle of price supports and a positive belief that the Con- 
gress did not provide commodity price supports for the benefit of 
county commissioners or county tax collectors, but for the benefit of 
the farmers. 

Also contained in the premise from which I proceed is the belief 
that the basic purpose of the price-support program is to stabilize 
the price of the farmer’s product at the highest price possible consist- 
ent with proper relationship to the interest which other economic 
groups in the Nation have in the problem. 

If this premise is incorrect, unsound, or impreper, Mr. Chairman, 
I should like to be corrected at this point, for if we fail to proceed on 
a sound or proper premise we will, of necessity, reach an unsound 
and improper conclusion. 

Proceeding from a proper premise, which embodies the aforemen- 
tioned provisions, compels me to believe that the administrative pro- 
cedures and regulatory provisions used to accomplish the purpose of 
the Price Support Act constitute only a means to an end and are only 
incidents along the way. 

Thus far, two principal issues seem to have come into focus insofar 
as H. R. 9650 is concerned : 

1. That of the big farmer and the small farmer. This seems to me 
not only absurd and ridiculous but entirely out of place. 

2. That of the right of the producer to divest himself of his residual 
interest in the commodity placed under price-support loan. 

Discussing the first of the two issues aforementioned—that of the 
big farmer, I seem to find myself in a vast no-man’s land. I wish 
someone would tell me quickly, Mr. Chairman, what category I belong 
in, so that I may understand the reason, if there be one, for classifying 
farmers as “big” and “little.” 
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To assist you in doing that, if you choose to do so, I hasten to state 
that I have 40 acres of barley, 60 acres of orchards, including olives, 
oranges, and lemons; and I, also, have a 20-acre cotton allotment. 

From this combination of what appears to me to be a rather small 
acreage, I realize a little profit—not sufficient to permit me to live on 
the same plane as the average district attorney, or county supervisor. 

But, I have still another farm. In this farm, I have some 2,000 
acres but in spite of the fact that one of my boys runs this farm for 
me, we have been having great difficulty, due to the depressed prices 
of cattle and sheep, in making this farm pay its own way. 

Now I admit freely that I like to live on a similar plane with the 
district attorneys and the tax collectors, and even the Congressmen, 
but the only way I am able to enjoy that distinction is to subsidize 
my farms and supplement my income from activities entirely removed 
from the farm. 

Mr. Anrrnetny. Is the gentleman complaining about the salaries 
that district attorneys and supervisors and Congressmen draw ? 

Mr. Gartanp. Not at all, sir. But I am pointing out that I see no 
reason why the farmer should not be enabled to enjoy some of the 
same privileges and advantages. 

Mr. AvernetHy. Has the gentleman ever offered himself as a can- 
didate for Congress? The field is open. 

Mr. Garuanp. I served in public office many, many years, sir. 

Mr. AsernetHy. I do not get the analogy of your statement. I 
cannot see it, unless your object is to put everybody on the same plane 
and draw the same salary, and live identical social and economic lives. 

Mr. Garuanp. That is not my object at all. I believe in equal 
opportunity, however. 

Mr. Asernetuy. I would like to ask one other question. I dislike 
to interrupt your statement. Have you carried this problem to your 
State legislature ? 

Mr. Garuanp. No, sirs; I have not. I do not think it is a proper 
matter for the State legislature. The State legislature did not enact 
the price-support law. 

Mr. Avernetuy. They 

Mr. GaRuanp. It was enacted by Congress, I think any corrections 
should be provided by the Congress. 

Mr. Apernetuy. It did enact the law that imposes taxes. 

Mr. Garianp. Oh, yes, sir, very, very efficient at that out there. 
And have no fear about these people collecting taxes being deprived. 
In California, in addition to the personal property tax we have 3 per- 
cent gross receipts tax and the county has a 1 percent sales tax. 

And for your information, the per capita tax in California has gone 
up from $93 per capita in 18 years to $765 per capita, while the income 
has gone up less than double, from $850 to $1,600 and something. The 
tax collectors are doing all right, I assure you. 

Mr. Aserneruy. Assuming, for the sake of argument that an in- 
equitable tax situation has developed here—and I am not saying it has 
or has not—is it your feeling that the State legislature of California 
or the State assembly, whatever you call it, would not be sympathetic 
or would not give consideration towards eliminating this so-called 
dual taxation ? 

Mr. GarLanpv. In answer to your question categorically I would say 
“No,” but I would like to give you the reasons why they would not. 
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It was my privilege to serve as the speaker of the house for nine 
sessions. 

Mr. Avernetuy. At a time then your salary did equal that of a 
district attorney ? 

Mr. Gartanp. My salary was $100 a month. I paid all of my 
expenses. 

fr. AserNeTHy. They do not pay the speaker much out there. 

Mr. Horr. Salaries have been increased considerably for legislative 
members, have they not? 

Mr. GarvaNnp. It was increased about $300 a month now. I still 
consider it much too small. 

Mr. Hagen. I would like to point out, in as much as you referred 
to the salary of Congressmen that the biggest single beneficiary of this 
legislation probably will be Crockett and Gambogy who farm over 
100,000 acres, whose income is probably more in a single year than any 
member or collective members of this committee will make in a life- 
time. 

The Cuamman. If I understood, you mentioned this only because 
the argument has been made that this would benefit the big farmer 
and not benefit the little farmer. This is the only reason you brought 
this paragraph into your statement, is it not? : 

Mr. Gartanp. May I have the question again ? 

The CHmman, The only reason you brought this subject up was 
that it had already been presented to the committee that the legis- 
lation we have under consideration would benefit the large farmer and 
not benefit the little farmer? 

Mr. Garuanp. That is true, Mr. Chairman, but I would like to 
clarify the situation by commenting on Mr. Hagen’s statement, if 
I may. 

A nibther of principle is involved, And I have never in all of my 
experience in Government at the state level, both administrative and 
legislative, had it pointed out to me where there are two kinds of prin- 
ciples—where there is supposed to be one kind of principle involved 
for a man who has 100 acres and another kind for a man who has 
100,000 acres. 

I see no difference between the big man and the little man. 

This is a matter of principle and involves a law passed by Congress. 
If it needs correcting, it should be corrected by Congress. 

The Cuatrman. Let us go ahead with your statement. 

Mr. Poaae. Let me ask you right at this point ; 

The suggestion was made, and I think correctly, that Congress 
created this situation, and I think that is true. Before we had a 
Commodity Credit Corporation, the possibility of this double taxation 
did not exist, did it ? 

Mr. Gartanp, That is correct. 

Mr. Hacen. Will you yield at that point? 

Mr. Apernetuy. It did exist. When he got a loan from a friend or 
oe else, 

r, 


2oaGE. I borrowed from the bank, too. The bank closed me 


out the Ist day of January. On the Ist day of January I made a 
new loan with the bank. 

So that the bank never carried you like the CCC carries you. You 
sold your property. 

Mr. Gartanp. That is correct. 
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Mr. Poace. On the 31st day of December, you sold it. You did not. 
make any loans. You sold your cotton. 

Mr. Gartanp. That is absolutely correct. 

Mr. Poace. You did not get taxed on but one thing, because you 
did not have any cotton the 1st day of January. The bank said sell it. 
“We will make you a new loan.’ 

Is that not true in California, the same as anywhere else? 

Mr. Garuanp. I cannot speak with authority so far as all banks 
are concerned, but for many years I had the pleasure or the displeasure 
of being a director and trustee in a small fait that served farmers. 
I know how the bank handled it in California. It was exactly as you 


Bay sir. 
Mr. Hacen. Will you yield at that point? 

T do not know about his personal situation but See growers 
borrow money and they buy tractors to cultivate. They buy sprays 
very often, and they probably, I assume, have their oranges in storage. 

They have no special program with the Government. 

They pay taxes on their tractors. They pay taxes on their oranges 
in storage. 

All you are saying is that we compound the benefit for the growers 
who have the benefit already of Government programs which do not 
exist for many, by giving them an additional benefit of tax evasion. 

Mr. Poage. I think you have the heart of the question. I think the 
whole question is whether we are trying to compound the benefit for 
farmers or whether we are trying to take the benefits away from 
farmers. 

Mr. Hacen. Wait a minute. If this barley grower does not pay 
his share, the orange grower will have to pay it or some little guy 
earning $200 a month in town, Somebody will have to pay the taxes. 

Mr. Poace. We think that this barley grower has paid his share of it 
when he pays taxes once. When he pays it on the barley or when he 
pays it on the proceeds of the barley, but we do not think he ought to 
pay it. on both. 

Mr. Gartanp. I will be glad to comment on your statement. 

Mr. Horr. I would like to ask one more question. 

The matter of taxation in California has come up. What pro- 
visions do you have in California for taxing money as such? It has 
been suggested here, in other words, that you get your loan and put 
the money in the bank and pay a tax on the money and then you pay a 
tax on the commodity, also. 

Do you have an ad valorem tax on money in California? 

Mr. Gartanp. Yes. I would be happy to explain that to you, if 
you care for me to. 

Mr. Horr. Is that an intangible tax, at a low rate, or is it an ad 
valorem tax at the same rate as carried by other property? 

Mr. Garuanp. If you sell your commodity, and have the cash in your 
pocket or in the till, the cash is subject to the same rate which pre- 
vails in the area in which you live or in which it is assessed, 

If you put your money in a commercial bank account, there is a 
special rate on commercial bank accounts. Anything above 1,000 in 
amount is assessed at $1 per thousand. 

Mr. Horst. That is a lower rate, of course, than the ad valorem rate? 

Mr. Gartanp. Pardon me? 
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Mr. Horr. That is a lower rate than the other property bears, I 
assume, however ? 

Mr. Gar.anp. That is correct. But there is no escape from the 
tax, sir. 

Mr. Horr. That is a special tax, it is in the nature of intangible 
tax, isn’t it? 

Mr. Gartanp. Well, if you submit your assessment statement hon- 
estly, I would say it is in the nature of tangible personal property, 
because you sign an affidavit that you do or do not have a certain 
amount of money in your pocket or in the till or that you have so much 
in the commercial bank accounts or wherever it is. 

Mr. Horr. Well, of course, I think the experience of most States 
has been until they adopted an intangible tax upon money and credits, 
stocks and bonds, and that sort of thing, they did not have much 
in the way of taxes from that type of property. 

Has not that been your experience in California ¢ 

Mr. Gartanp. They collect considerable money from it. However, 
the statement has been made here that if the tax were not collected on 
these commodities that it would seriously affect schools. That is not 
the case. If that is what is worrying you. 

I can understand coming from the State that you do, why you would 
be so much concerned about local situation. . 

We have a sales tax in California, 3 percent. The schools derive 
literally hundreds of millions of dollars from that source. And be- 
cause we have that sales tax the taxpayers, to provide themselves with 
a modicum of protection of relief, enacted the law to which the district 
attorney alluded a few days ago, that a school tax cannot be increased 
beyond a certain point without permission of the taxpayers. 

I say “Amen” for that. They do have that little bit of protection. 
They should have. 

We have in California schools that rank among the best in the 
Nation. Our school teachers’ salaries rank among the highest in the 
Nation. We are proud of that. 

Mr. Horr. I do not care to follow that. It isa collateral matter. I 
wondered what provision you did have in the way of intangible taxes 
on money and other intangible property. 

The Cuarrman. Do you want to finish your statement now ? 

Mr. Gariann. Thank you. 

It occurs to me that if a man were a barley farmer only he would, of 
necessity, have to fall in a category which would seem to be large if 
he were to realize the income of a district attorney or county 
supervisor. 

I know from years of experience in California farming that the 
average barley farmer does not realize a profit of more than two or 
three dollars an acre and oftentime much less than that. 

So—assuming that the income of a man such as a district attorney 
or Congressman would not be considered excessive or big, one can 
readily see that this income equivalent from barley farming would 
involve about 6,000 acres. Q 

And if the barley farmer followed good practices as advocated by 
the Department of Agriculture, he would only farm this land every 

79991—56——6 
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other year, which means that by leaving half of his land lying fallow 
he would have to have 12,000 acres in order to farm 6,000, 

I still don’t know whether this size operation constitutes a big 
operator or a little one, but if it constitutes a big one, should it be 
frowned upon as something improper and undesirable? 

There is one thing I always connect with Washington, D. C., above 
all else—that is, the name of the first President of this great country, 
George Washington. This name is cherished and revered in the 
hearts and minds of every American citizen. 

I was taught, as I hope my grandchildren will be, to look upon this 
man as a shining example of American manhood and leadership. 
History tells me that this great American was the owner of a large 
plantation. Now, please, Mr. Chairman and members of the commit- 
tee, do not place him in any such category, but place me in any cate- 
gory of farming in accordance with your choosing, but do not tarnish 
the cherished thoughts that I hold for the Father of my Country by 
placing him in that category that seems to be, in some circles, frowned 
upon as undesirable just because he was a big farmer. 

Perhaps, if you wish to judge me by the size of one of my crops, I 
can be placed in the category of one of the largest farmers, because for 
my age I am presuaded that I enjoy a crop of children and grand- 
children—5-and 15, respectively—which I believe few other farmers 
in the Nation can boast of. 

These boys and girls are normal American farm children, possessed 
of the same ambitions and ideals that fill the minds and hearts of other 
American children. I hope that each and every one of them, as well 
as all other American children, will be afforded an opportunity under 
the laws of this land to grow and develop in the particular fields of 
their choosing in accordance with the talents wherewith they have been 
blessed. 

I especially hope that those among my children and grandchildren 
who seek to be farmers will not be frowned upon if they have the 
ability to forge ahead and acquire a large farming operation. 

So that the confusion sorrounding this issue may be somewhat fur- 
ther clarified, I should like for this congressional committee to know 
that it was my pleasure to serve the county of Kings as well as Tulare 
County in California as their representative in the legisiature for a 
period of years; in fact, until the time I accepted a place in the Gov- 
ernor’s cabinet. 

During the years I served those counties in particular, and the 
State of California in general, I received the acclaim of people of both 
political parties and practically all of the newspapers of the State 
for organizing and maintaining an economy bloc in the legislature. 

I am, therefore, persuaded that the views presented here by the 
district attorney of Kings County in behalf of the board of super- 
visors are not representative of the views of the people in the county. 

It was stated by the district attorney that there is a limitation on the 
amount of tax which can be levied for school purposes in California. 
To that I say “Amen” and “Thank goodness.” 

What the district attorney did not point out to you is that we have 
a 3-percent sales tax in California and that, in addition to this 3- 
percent sales tax, the counties are allowed to assess an additional 
1 percent, making a total of 4 percent. 
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I am sure that the district attorney knows that a goodly portion of 
the money derived from this source goes to support the schools and, 
furthermore, he must know that the people were told when they were 
saddled with the sales tax that the burden of property tax would be 
relieved. 

I am sure the district atterney also knows that the huge payrolls 
sustained by these so-called big farmers constitute one of the largest 
sources of income to the State and county. 

I am sure everyone realizes that the tax problem in the United States 
is acute. It is particularly acute in the State of California. It is 
particularly appropriate to bring this to the attention of the people 
opposing this bill. 

he per capita tax has soared from $93 and odd cents to $675 in the 
last 18 years. Strikingly, the per capita income has less than doubled, 
rising from $850 to a little less than $1,700. 

When analyzed further, these figures illustrate the critical tax 
situation in California. In that period of years, the ratio of per 
capita income to that of tax has shrunk from $8.70 to $1 to approxi- 
mately $3 to $1. 

This devasting tax increase must be arrested if the total economy 
of the country, together with the agricultural economy, is not to be 
destroyed. 

One can readily see that if these people who have been responsible 
for these wild and unreasonable tax increases are not halted in their 
efforts that, insofaras California is coneerned, within the short period 
of 5 years it will require the total per capita incomé to pay the total 
per capita tax. 

During the time that this per capita tax has increased from $93 
per capita to $765, a very dangerous trend, in my opinion, has pre- 
sented itself. 

At the time the per capita tax was $93, we had a per capita income 
of $8.70 to defray each dollar of per capita tax. At the time that 
tax rose from $93 to $675, that ratio of income had dwindled from 
$8.70 to $1 to $3.17 to $1. 

You can readily realize that, without any new taxes, without any 
unexpected burdens arising, but just the normal increase in costs that 
are occasioned by the increasing cost of the general economy, it will 
only take about a 6-year period for that trend to arrive at a point 
where it requires the total per capita income to defray the total per 
capita tax. 

Gentlemen, I say that is a dangerous situation. 

Mr. Horr. Will you yield for a question there? 

This $765.00—is that the State tax or is that a combination of the 
State and other taxes? 

Mr. Garuanp. That is all inclusive. 

Mr. Horr. That is Federal tax, also? 

Mr. Gartanp. That is all inclusive, Mr. Hope—State and local 
and Federal. 

To conclude with this point, I wish to say that I resent deeply the 
effort of the supervisors and the district attorney to come in here 
and inject prejudice into this hearing by trying to make it appear 
that this is a fight between big farmers and little farmers, and that 


the big farmers are some kind of hobgoblins who must necessarily 
be in the wrong. 
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To return now to the first issue, which is the only one really in- 
volved in this bill; namely, the right of the producer to divest him- 
self of his residual interest in the commodity under loan. I hope 
to be able to assist in clarifying this issue by enunciating what I 
believe the principles involved to be. 

Price-support loans are made to farmers in order to spread the dis- 
tribution of the commodity into the channels of trade over a maximum 
period of time and in an orderly manner. 

There is one reason, and one reason only, for giving the farmer a 
redemption period for a commodity under loan. The reason is to give 
the farmer the opportunity, if it becomes available, to sell his com- 
modity at a price above that which the Commodity Credit Corpora- 
tion has loaned him. 

It is important to understand, at this juncture, that it is the rate at 
which the farmer places his commodity under loan that stabilizes the 
market and not the rate at which the farmers or Commodity Credit 
Corporation withdraw them from the loan. 

Here it is important, too, to understand that the Commodity Credit 
Corporation under the loan program not only has the right to call or 
accelerate these nonrecourse loans prior to maturity, but, on occasion, 
they have and do call them prior to maturity. 

This principle I believe to be sound and proper, for the price-support 
program was not conceived and brought into being for the purpose 
of gouging the consumer, but, as stated before, for the sole purpose of 
stahilizing to a reasonable degree the farmer’s income. 

When this stabilizing effect, through the Commodity Credit Corpo- 
ration program, has been obtained, the act has accomplished its pur- 
pose and it does not matter whether that stabilizing effect is produced 
10 days after harvest season or 6 months after harvest season. 

It is, therefore, ridiculous and improper to insist that these com- 
modities under loan be withheld from the consumer beyond the degree 
necessary to stabilize the market price of the commodity under loan. 

Any fear in the mind of anyone that H. R. 9650 will in any way do 
anything but improve the price-support program is wholly unjustified. 
To begin with, the principal reason any farmer would seek to divest 
himself of title to the commodity under loan would be to improve 
his economic well-being. 

It, therefore, follows as a matter of economics and commonsense 
that the farmer would retain the title to his commodity as long as he 
believed there existed an opportunity to enhance his position. 

Commodity Credit Corporation, under the provisions of H. R. 9650, 
will be able to administer the program more efficiently and with less 
cost to the taxpayers of the country than at present for the reason that 
it will allow commodities to move into the channels of trade at an 
earlier date after the loan is made, will reduce storage costs, and will 
afford a longer period of time for the movement of the commodity. 

The issue was raised here as to who paid the storage costs. There 
should never be very much of a question in anybody’s mind where the 
eee is involved in costs with somebody else; the farmer always pays 
them. 

But there would be this advantage in accelerating the maturity date: 
The storage charges are extracted from the farmer, but the only fixed 
charge that is extracted at the time the loan is made is the cost of con- 
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veying the commodity into storage and the anticipated cost of extract- 
~~ on moving it out of storage. 

ow, the storage cost is on a daily per unit basis. The longer the 
commodity stays in storage, the more it costs the farmer. If it is 
removed from storage as soon as the act has served its purpose, the 
farmer will get back part of the money which has been extracted from 
his loan, for storage costs. 

That is as it should be, if I understand the act. 

Every farmer knows from sad experience that the longer period he 
has for feeding his crop into the market the more orderly the distribu- 
tion will be and the more benefit he will gain from regulating the 
supply in accordance with demand. 

nerefore, to insist that the farmer be forced to pay a tax for the 
ese of gratifying the insatiable appetites of those groups that 
ive off the taxpayer is absurd and unseemly. 

This brings us to the point at issue. The Congress did not say in 
the price-support act that the tax collector, the county commissioner, 
or the district attorney, severally or collectively, would have the right 
to determine how long the farmer should keep his commodity in stor- 
age or to make that decision for the farmer. 

It, therefore, seems to me to be with extreme impropriety that these 
people, who live off the taxpayer and who thus far have presented the 
only opposition to H. R. 9650, inject themselves into the price-support 
program. 

he principle involved is illustrated by what happened in 1955. 
According to the testimony before this committee on Wednesday, the 
loan-maturity date on certain grain was accelerated to February 28, 
1955 (that was from April 30; I think it is important to point that 
out and to emphasize it), to facilitate the operations of the price- 
support program and without reference to the question of local taxes. 

t happened, however, that this made the loans mature prior to the 
tax assessment date in Kings County, Calif., and as a natural and 
proper incident of that fact the producers incurred no tax liability. 

Then what happened? The local tax authorities hotfooted to the 
Department of Agriculture and urged that the date be set back again. 

It is interesting to know, and very interesting to note, that when 
they set the date back, Mr. Chairman and members of the committee, 
they obviously did not set that date back for providing a longer period 
for the farmer to take advantage of a price rise. 

If they had, they would have set it back to April 30. But what did 
they do! They set it back to March 11. 

Now, March 11 is the earliest date, for your information, that they 
could find and still come after the first Monday in March, which is 
the assessment date in California. 

The Cuamman. You mean after they moved it back to February 
28 they issued another executive order and moved it up to March 11? 

Mr. Gartanp. That is correct, sir. 

The Cuatrman. How ? 

Mr. Gartanp. That is correct. 

The Cuarrman. They were, obviously, playing with the tax date. 
When they moved it back to February 28 they relieved the farmer 
of paying the tax, and when they changed it to March 11 they made 
him pay it. 
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Mr. Gartanp. That is correct. And I would like to point out the 
statement was made, and I can see no foundation or basis for it what- 
ever, that this change was made from April 30 to February 28 because 
of the car shortage. 

We have an early harvest in California, Mr. Chairman and members 
of the committee, but we do not start harvesting even barley in early 
days until the last days in May and usually the first days of June. 

So it is difficult for me to conceive how a car shortage could be 
involved between March 11 and February 28. We are not harvesting 
at that time. 

The Cuarrman. Did you want to say something 4 

Mr. Ricarps. I did not say that the California situation was occa- 
sioned by a car shortgae. I said it was occasioned by a storage 
problem out there. 

The Cuarrman. I thought you said that. 

Mr. Ricwarps. I said in some cases car shortages and storage prob- 
lems had caused us to review the maturity date. 

The Cuarrman. The thing that came to my mind—you said at the 
time you were making these orders that you were not aware of the 
tax-listing date in California. 

Mr. Riewarps. That is right. 

The Cuarrman. Which seems to prove, whether you were or not, 
somebody in the Department was, because you moved it from April 30 
to February 28 and then back to March 11. 

Mr. Ricwarps. We made two changes. For the 1955 crop of barley, 
the maturity date was changed to February 28, 1956. And that change 
was made something over a year ago. 

At the time when we made it, February 28, we became aware of the 
tax situation. And then as the gentleman has pointed out, for the 
1956 crop we made it March 11. 

The Cuatrman. So you did that deliberately because of the tax- 
listing date? 

Mr. Ricwarps. That was, certainly, taken into account; yes, sir. 

The Carman. So you are using your discretion in fixing the date, 
or in the use of it you had in mind the tax-listing date of the State 
of California, not the welfare of the farmer and not the price-support 
program. 

So you did it deliberately to hook the farmer so he would have to 
pay the tax? 

Mr. Ricuarps. We are trying to put the situation back to where 
it was before we had made the first change; at the same time have 
the maturity date somewhat earlier. 

The Cuarrman. That is right. So when you didn’t have the in- 
formation, the farmer would have been reheved. As soon as you 
found out that the farmer was going to derive some benefit by virtue 
of being relieved of the taxes, to make it perfectly sure in 1956 that 
he would not be, you placed it just beyond the tax-listing date? 

Mr. Ricwarps. Beyond the tax-listing date; that is correct. 

The Cuamman. Then you think Congress should sit here and do 
nothing about it, to permit you to manipulate the program just as 
you see fit—persuaded one time to move it back to the 28th of 
February, then persuaded again to move it to March 11. 

Mr. Ricwarps. Moving it to February 28 was done because of a 
storage problem out there. 
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If we had been aware of the tax situation we would have made it 
a later date than February 28. 

The CHarrman. Why? 

Mr. Ricwarps. Because 10 days or more did not make any difference 
particularly ; it was a move from April 30. 

The Cuargman. So you are admitting now if you had known what 
you were doing in the first instance you would not have made it ¢ 

Mr. Ricuarps. I think that is correct. 

The Cuarrman. You had in mind one objective; to hook the 
farmers ? 

Mr. Ricwarps. We had in mind the correcting of a storage problem. 

The Cratkman. Why did you move it to March 11 if it were not 
taxes ? 

Mr. Ricwarps, All I am saying is that the second time we corrected 
it, it was to correct that tax situation. 

The Cuarrman. That is right. 

Mr. Ricuarps. We wanted to go back and correct what we 
thought—leave it where it was before in order that so far as taxes 
were concerned 

The CuatrmMan: Did you not leave it where it was before so far as 
taxes were concerned ¢ 

Mr. Ricwarps. So far as they are concerned, March 11 and April 30 
are the same in California. 

The Cuarrman. What is that; March what? 

Mr. Ricwarps. March 11. 

The Cratrman. Yes; but you shortened the period within which 
the farmer could redeem it. You cut off his equity of redemption on 
March 11. 

Mr. Ricwarps. Yes, sir. 

The Cuarrman. Instead of letting him go to April 30. 

Mr. Ricuarps. Yes, sir. But that was done strictly for another 
reason. 

The Caarrman. Yes; that was done: So now to sum it all up, the 
one thing that prompted the Department of Agriculture to do what 
it did was to aid the State in collecting tax on his personal property ? 

Mr. Ricwarps. Well, the second change was made with the tax 
situation in mind; yes, sir. 

The Caarrman. And you would not have made the first change had 
you been aware of the tax-listing date? 

ae Ricuarps. Ido not think so; no, sir. I would not want to say 
that. 

Mr. Horr. May I ask a question ? 

As I understand you, Mr. Richards, your whole policy has been to 
do nothing that would in any way change or disturb an existing tax 
situation ? 

Mr. Ricwarps. That is correct; yes, sir. 

Mr. Horr. And you found that, in 1955, you had selected a date 
under which you inadvertently—— 

Mr. Ricwarps. Yes, sir. 

Mr. Horr. Disturbed the tax siiuation ? 

Mr. Ricwarps, Yes. 

Mr. Hors, And you had that called to your attention, and the next 
year, in 1956, when you fixed an earlier date than April 30 in order 
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not to disturb the tax situation, to leave everything in status quo, you 
selected the date of March 11 which did not affect the taxes ? 

Mr. Ricuarps. That is right; exactly right. 

Mr. Horr. Your policy always has been not to knowingly affect the 
tax situation that existed in the State? 

Mr. Ricuarps. Yes, sir. 

The Cuarmman. But you deliberately affected the farmer’s 
position ? 

Mr. Ricwarps. It depends on where you compare it. If you com- 
pare it with 

The CuHarrman. You know that it is more advantageous to the 
farmer to have a long period of time within which to redeem his 
commodity. And you shortened that deliberately 60 days; you cut 
him off ¢ | 

Mr. Ricwarps. I say that we did that with a good deal of regret, 
too, because we felt—we would like to still relieve the farmer of as 
much time as possible, but the storage situation is such in some States 
with the new crop coming on and taking some time for the moment, 
that we thought we had to advance the maturity date. 

The Carman, You still have the same storage problem this year 
that you had last year ? 

_ Mr. Ricwarps. I do not think it is quite as bad. It is still a problem 
jn many areas; yes, sir. 

The Cuarrman. All right, Mr. Garland, go ahead. 

Mr. Gartanp. If I might finish my comment in that respect, I 
would like to point out that I think the excuse given of storage is the 
most thinly veiled thing I have ever seen because counsel has said 
in his own words here before this committee, that they have the right 
to move these commodities at will. 

If there is a shortage of storage in one place, there isn’t any reason 
in the world why they could not have moved them without accelerat- 
ing the maturity date of the loan to do it. 

The Cuairman. I have asked for all of the orders that have been 
issued and I presume Mr. Richards will present us with all of the 
erders and findings of facts that justified the issuance of the orders. 

Mr. Gartanp. Thank you. 

Why?! Not because it would make the price-support program work 
better. Oh, no. But just in order to make the farmers pay more 
taxes. 

And, unfortunately, the Department of Agriculture went along 
with this scheme. I think that lets the cat out of the bag. From 
now on, the tax collector’s interest in the loan program is to take 
precedence over the farmer’s interest. 

I want to make it crystal clear that H. R. 9650 will not enable any 
farmer to escape one penny of tax on any property he owns or in which 
he has any interest. If he takes advantage of his election under this 
bill, he will give up forever all rights he has in the commodity under 
loan. 

It is not, and never has been, in any other case I know of, the policy 
of any government to make a citizen pay taxes on property he does not 
own and in which he holds no interest. 

The question here is simply whether the Federal Government. is 
going to force the farmer to hold onto a technical legal interest in 
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property, which he does not want and which is of no value to him, 
just for the purpose of subjecting him to taxation. 

I repeat: This is not a question of escaping taxes on property a 
farmer owns; it is a question of using a legal technicality to subject 
him to taxation just for the sake of taxation and, in many cases, double 
taxation at that. 

This is a matter of Federal responsibility because the legal tech- 
nicality grows out of a contractual relationship between the farmers 
and the United States Government. The status as to State and local 
taxation, while it is very important, is incidental; it is an incident 
that flows from the relationship between the farmer and the Federal 
Government. 

And I fail to see how any invasion of States rights would occur 
simply because the Congress rescues the farmer from an inequitable 
situation that arises under this Federal program. 

I wish to submit to the committee, as a part of my statement, a 
digest of the information we have been able to obtain concerning the 
situation in each of the States as it relates to the imposition of per- 
conan tax with respect to commodities pledged to the Com- 
modity Credit Corporation. 

There may be some inaccuracies in this information, as it is based 
to a considerable extent on information obtained from a tax digest 
service. 

However, in most of the principal agricultural States we have sup- 
plemented this with more direct information. Thus, we are sure that 
this information does substantially reflect the general situation 
throughout the country. 

From our information, it appears to us that farmers are or may be 
liable for substantial amounts of personal property taxes on commodi- 
ties pledged under price-support loans in 24 States, as follows: 
Arkansas Missouri 
California Montana 
Colorado Nebraska 
Connecticut New Jersey 
Florida North Dakota 
Idaho Ohio 
Illinois Oklahoma 
Indiana Oregon 
Kansas South Carolina 
Massachusetts Utah 
Michigan Wisconsin 
Minnesota Wyoming 

We obtained much of this information by addressing inquiries to 
the tax authorities of various States, from whom we received very 
courteous and informative replies. 

Among other things, these replies shed considerable light on the 
synthetic and uninformed character of the opposition that has been 
drummed up against this bill. 

Take the State of Utah, for example. Congressman Dixon told us 
here on Wednesday that he had a petition from the Utah State Or- 
yanization of County Boards of Commissioners protesting against 
i. R. 9650 on the grounds that it would “spirit away” property they 
had been taxing. 

Congressman Dixon had every right in the world to rely upon the 
accuracy of the facts indicated in such a telegram. But we have a 
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letter that indicates that they have not been taxing this kind of prop- 
erty at all. 

This is a letter dated February 29, 1956, from an attorney in the 
State tax commission, which reads in part as follows: 

Under the laws of the State of Utah, the State tax commission assesses only 
property belonging to mining companies, public utilities, and certain transpor- 
tation ‘companies. 

Except for the above-mentioned property, the county assessor assesses all 
tangible property, whether real or personal, which is subject to general property 
tax in the State of Utah. 

Investigation as to the practices of the various county assessors disclosed that 
only one county in the State of Utah imposed a tax upon grain in storage (not 
pledged to the Commodity Credit Corporation) during the year 1955. 

The tax as levied was paid, but the county assessor did not know whether the 
tax was absorbed by the elevator company or passed on to the owners of the grain. 

Therefore, it is possible to say that, with the single exception of the fore- 
going instance, a general property tax is not levied upon grain in storage within 
the State of Utah. 

There has been no official ruling as to the taxability of such property either 
by the tax commission or by the attorney general of the State of Utah, and the 
tax commission at the present time has no intention of subjecting such property 
to taxation by the State of Utah. 


I suspect that the county commissioners in Utah were stirred up 
and misled in their turn by some communications from California. 

Let me give you another example: Congressman Hill, of Colorado, 
read a telegram on Wednesday from counsel for the Colorado Asso- 
ciation of County Commissioners opposing H. R. 9650 because it 
would permit products to escape local taxation. 

But what are the facts in Colorado? We have a letter dated March 
2, 1956, from the Colorado Tax Commission which reads in part as 
follows: co 
* * * it has not been the practice in Colorado to assess agricultural products, 
although, under an interpretation of our laws, there is no specific mention made 
allowing exemption. 

Here is anotherexample: Mr. Nagel told you that California was 
the only State where the farmers were afforded relief from local taxa- 
— in 1955 because CCC accelerated the maturity date of commodity 

oans. 

However, we have a copy of a letter from the attorney general of 
North Dakota, dated July 21, 1955, which indicates very plainly that 
this is false. Tue assessment date in North Dakota is April 1. 

Prior to 1955 loans had matured subsequent to that date, and so 
grain under loan was assessed and taxed. 

Mr. Hacen. Will you yield at that point? I do not believe Mr. 
Nagel made such a statement. 

Mr. Garwanp. I took it from the transcript. If the transcript is 
in error, I stand corrected and apologize. 

In 1955 the loans matured and CCC took title on March 31, 1956, 
and, accordingly, the grain was held not to be assessable. 

Mr. Chairman, I have here the file of the letters we received from 
the State tax authorities, and I will be glad to have any members of 
the committee examine it if they wish to do so. 

This file also contains specific and express confirmation of the fact 
mentioned by Chairman Cooley that H. R. 9650 is necessary to pre- 
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vent double taxation. We have here a copy of the Nebraska Hand- 
book for Assessors which states : 

Grain upon which a Government loan has been obtained continues to be the 
property of the borrower until he has released his option and both the grain 
and the cash are to be assessed if he owns both on March 1. 

The same kind of rule applies in. California, and I am certain it 
does in many other States as well. 

Now, Mr. Chairman and members of the committee, I wish to refer 
to another respect in which H. R. 9650 would help to solve a problem 
arising under price-support operations, and another reason why the 
Department of Agriculture should welcome its enactment—this is the 
matter of so-called equity payments. 

These are payments made to the producers by CCC when the mar- 
ket value of crops under loan on the maturity date exceeds the loan 
value plus interest and charges. Equity payments are made only on 
warehouse-stored commodity loans and are not made with respect to 
farm-stored commodities under loan. 

This matter is discussed at some length in part I of the investiga- 
tion reports of the Subcommittee on Appropriations, which I believe 
is generally. referred to as the Whitten report, at pages 58 and 59. 

This report quotes Marvin L. McLain, Director of the Grain Divi- 
sion, as saying that the matter of elimination of equity payments 
has been under consideration from time to time for a number of years. 

Mr. Mclain said that from an administrative standpoint there was 
unanimous agreement that equity payments should be eliminated. 
However, it is also pointed out in a memorandum from R. L. Farring- 
ton, General Counsel, CCC, that equity payments could not be elimi- 
nated by administrative action, because nonpayment of the loan does 
not, at common law, work a forfeiture of the property securing the 
loan so as to vest absolute title to it in the peldge. 

Mr. Farrington also pointed out that there is no specifie statutory 
authority for including a forfeiture provision in the:loan agreement 
which would operate to vest absolute title in the Government upon 
nonpayment at maturity. 

We do.not advocate abolition.of the equity payments, and that is 
not the purpose of H. R. 9650. However, I will point out that-H. R. 
9650 will take care of this problem to the extent that producers take 
advantage of its provisions. 

This would be done by voluntary action of the producers, which 
would be much more equitable than wiping out the equity payments 
without the producers’ consent. 

The Congress has already recognized the principle contained in 
H. R. 9650 and adopted it for purposes of the Federal income tax. 
Section 77 of the Internal Revenue Code of 1954 provides as follows: 

Amounts received as loans from the Commodity Credit Corporation shall, at 
the election of the taxpayer, be considered as income and shall be included in 
gross income for the taxable year in which received. 

If the taxpayer does not make this election, the amount of the loan 
is, of course, includible in gross income for the year in which the loan 
matures. 
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In other words, the Congress has given the producer the right to 
make an election which has the same effect as advancing the maturity 
date of the loan so far as Federal income tax is concerned. _ 

All we are asking is that this same principle be apenes in other 
respects so that the producer will have the election of advancing the 
maturity date for other purposes as well. 

To exercise this election as provided in H. R. 9650, the producer 
will have to surrender completely all his remaining right, title, and 
interest in the commodity under loan, If the producer is willing to 
do that, we do not see how anyone else can in good conscience object. 

The farmers of this Nation are in a desperate set of circumstances, 
They must have every assistance that can be afforded to them to 
equalize their position with that of labor, industry, transportation, 
manufacturing, and other segments that have been dealt with so 
abundantly by one form of subsidy or another. 

It is imperative that the small farmer be perpetuated because he 
represents a way of life important and vital in the scheme of Amer- 
ican Government. 

It is just as imperative and Sea that the big farmer be pro- 
tected and perpetuated in order that the price which the consumer is 
obliged to pay for his commodities shall be only that necessary to 
maintain the agricultural economy on a plane with the general 
economy of the country. 

States rights have been mentioned in this discussion, but I want 
to repeat that States rights are not at issue in this bill. The Consti- 
tution protects the States and their rights and we would not presume 
to invade that field, even if we could do so. 

Nobody knows better than the district attorneys and the supervisors 
that the local people have the right, as they should have, to determine 
how much money will be raised by ad valorem tax and in what ways 
and to what degree that money will be spent and for what purposes. 

The real issue involved in this bill is the right of the farmer to 
dispose of his own property. I want.to point out, in conclusion, that 
it 1s the little farmer, categorically, who is disappearing from the 
scene in this country and he is disappearing at an alarming rate. It 
is likewise the little farmer who will reap the greatest benefit if H. R. 
9650 is enacted into law. 

I hope very much that this committee will act favorably on H. R. 
9650. 

The Cuamman. We thank you very much, Mr. Garland, for your 
statement. 

It appears on page 10 of your statement, you make reference to 
the Nebraska Handbook for uasasin Nebraska clearly recognizes 
the fact that the problem we are considering now does involve the 
problem of double taxation, because it says, “Both the grain and the 
cash are to be assessed if he owns both on March 1,” which is the tax 
listing date, I assume, in Nebraska. 

Mr. Gartanp. Yes. I have that handbook here if you would like 
to have it submitted. 

The Cuarmman. The question as I see it is whether or not Congress, 
or whether this committee approves of this sort of double taxation on 
the farmers who the Government is trying to aid. 

We put these programs in operation, as Mr. Poage pointed out, 
some time ago, to aid the farmers. Now it appears that the States are 
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imposing double taxation on the farmers. There seems to be some 
suggestion here that if we attempt to relieve that situation in any way 
we would be guilty of some immorality. I do not see anything 
immoral about it. 

States, 24 of which you mentioned here, are now in the position of 
subjecting the farmers to double’ taxation. 

It seems to me that we should take the matter under consideration 
and should pass this bill and give the farmer the right to elect for 
himself whether he will hold onto the title or whether he will surrender 
the title. 

Mr. Poace. Could not we go a little further than that, and say, 
so far as this committee is concerned, obviously, it is not our affair 
what each State does about its taxation; if Nebraska wants to engage 
in double taxation with their eyes open, that is their business and not 
ours, but it should not be our policy to deliberately subject farmers to 
a course of double taxation at the hands of the States. 

They were not subject to it when we created the CCC. And in 
our effort to assist farmers, and, I think, Commodity Credit does assist 
them, but in our effort to assist farmers we have created an oppor- 
tunity here for certain States to take a double bite at the farmer. 

All we are trying to do here is to simply say we are not going to 
set up a system which subjects that farmer to the operation of State 
law on two different occasions. 

If we simply do not subject him to the State law twice we haven’t 
done anything to the State law. We leave it just where it is. 

Mr. Gartanp. I think that is correct, sir. 

I would like to make this observation in passing: 

I have searched the act carefully, read it repeatedly and I cannot 
find anything in the act which indicates the thing that happened are 
happening according to my construction of the situation. 

t appears to me that the CCC is acting as counselor for the tax 
collectors. And they are, in effect, holding a gun”at the farmer’s 
head while the tax collector takes the money out of his pocket. 

The Cuarrman. It seems to me that Mr. Richards has just about 
admitted that when he admitted that they deliberately changed the 
date last time because of the tax listing date in California. 

Had the Department left the date at February 28, there would not 
be any necessity for this legislation insofar as the barley producer is 
concerned; would there ? 

Mr. Gartanp. No. 

The Cuarman. I mean, if he had left it at the 28th of February? 

Mr. Garanp. Left it at the 28th of February, we would not be 
here today, sir. We would have no tax problem. 

The Cuarrman. It is because of the last action taken by the Depart- 
ment that you and your associates were prompted to urge the intro- 
duction and passage of this bill? 

Mr. Gartanp. Yes. When they moved the date back from Feb- 
ruary 28 to March 11, it became obvious that the span of time that they 
speak so loudly about, that the farmer should have to dispose of his 
commodity, was no longer involved. 

The Cuatrman. That was of secondary importance? 

Mr. Gartanp. That is right. They moved it back to March 11, 
and that is about the earliest date in March they could move it to 
without precluding the assessment date on the first Monday in March. 
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So, obviously, they didn’t have in mind the welfare of the farmer 
insofar as aifording him the maximum amount of time to dispose of 
his crop was concerned. It just cannot be otherwise. 

If they had moved that date back to where it was originally, to 
April 30, perhaps, they would have some semblance or some modicum 
of reason for doing so, other than for gouging the farmer for the 
benefit of the tax collector. 

I find nothing in the bill that says the tax collector is to be con- 
sidered in it. 

Mr. Hacen. Will you yield at that point? 

Mr. Gartanp. I will be happy to. 

Mr. Hagen. The situation on that was that they have a very early 
maturing barley crop, and if the Government, either by practical 
necessity or by statutory necessity, does not move barley in this in- 
stance, before it actually gets title, then the growers who were seeking 
CCC loans, they can’t get the loans; they have no place to store the 
grain. All the storage space was preempted by the old stocks until 
April 30. So they requested the atin to change this April 
date back to an earlier date so that this old grain could be cleared out 
of storage and their new grain placed in the vacated storage. That 
was the reason for the change. 

The Department did not realize that in establishing the date they 
did establish they were, also, accomplishing something they did not 
intend or did not realize was opposed by large numbers of taxpayers. 

So they placed the date back to a point eee it would accomplish 


this clearance of storage but would not affect the local taxing agency. 
In substance, that is what happened. 


Mr. Gartanp. I can appreciate your statement, but an examination 
of the facts and search of the records reveals that the thing you indi- 
cate did not happen. 

And I would Hike to reiterate that the Commodity Credit Corpora- 
tion has complete and absolute control over the commodity. They 
can move it at will any time they see fit to move it, They do not have 
to await the maturity date of the loan. 

They can move it from Wisconsin to California or from California 
to Nebraska, if they want to. 

Mr. Ricuarps. No; we cannot do that. We can only move the 
commodity when we take over, when it becomes our property. We 
cannot move the commodity in loan status without the consent of the 
producer. 

Mr. Garuanp. The commodity can only be stored in accordance with 
the rules and regulations laid down by the CCC. And even the stor- 
age bins, individual bins and all, must be inspected before they will 
pass on them. 

The Cuarrman. It appeared to you that the commodity was likely 
to deteriorate, that you could not. move it, 

Mr. Ricuarps, We can call the loan. We would call the loan. 
That is how we would accomplish that. We would call the loan. 

The Cuatrman. You either do that or move it. You could do 
either; could you not ? 

Mr. Ricnarps. With the grains we cannot move the commodity if it 
is in an approved warehouse. But it is still in possession of the pro- 
ducer. And we cannot move that commedity unless it becomes our 
property. 
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The Cuarrman. Do you not have warehouse receipts? 

Mr. Ricuarps. They are pledged as security for the loan. 

The Cuatrman. That is right. The legal title passes to you; 
equitable title is retained by the borrower. 

Mr. Ricwarps. We do not move the commodity until and unless 
we actually take it over. 

In the case of cotton, I think there is special legislation for recon- 
stituting cotton in the loan, but there is no such problem. Unless 
we have the producer’s consent, we do not move the commodity under 
the loan if it is in an approved-warehouse. 

The CuatrMan. You do not have any difficulty in securing the con- 
sent of the borrower if you desire to move the grain. Have you any 
such difficulty ¢. 

Mr. Ricuarps. Some of the early movement has been accomplished 
in view of the discussion this morning by voluntary action on the part 
of the borrower to permit early delivery. But the movement was 
accomplished after title had been passed to COC. 

Mr: Poace. You do move cotton from up in our part of the country 
down to Galveston ? 

Mr. Ricuarps. Yes, sir. But there is special legislation and special 
provision for that reconstituting of cotton. 

Mr. Poacr. Then, to the extent that cotton is involved, you do get 
it out—the county could not tax it in some cases? I am not sure that 
you'get it out of the State. 

Mr. Ricwarps. We do that because storage does not exist in those. 

Mr. Poace. I understand that. But it has the same effect on these 
tax laws; does it not? 

Mr. Ricwarps. We do not do it for the purpose of having anything 
to do with the tax laws. 

Mr. Garwanp. I think, if counsel would point out how we could 
conceivably move the crop of barley in question here between Febru- 
ary 28 and March 11, it might clarify the issue:i9'It is a physical 
impossibility to move the grain to the extent that the storage facilities 
in that area would be relieved to any appreciable degree February 28 
and March 11. 

Mr. RicHarps. There was no contention made that that was the 
reason. There was a statement made that the movement of the ma- 
turity date from April 30 to an earlier date did help us in our storage, 
but we made no such statement. 

The Cuarmman. You are reemphasizing the fact now that the last 
change was promoted by the fact that you were advised as to the 
tax-listing date and tax situation ? 

Mr. Ricwarps. Yes, sir. 

The Cuarman. Mr. McIntire, did you want to ask some questions? 

Mr. McIntie. I do not know as I should take any time, Mr. Chair- 
man. I think that Mr. Garland’s statement is evidence of his study 
of the problem. It is a very good statement, Mr. Garland. I fol- 
lowed it with a great deal of interest. 

Mr. Gartanp. Thank you. 

Mr. McIntire. I come from Maine. We do not produce basic com- 
modities in Maine. You have evidenced a great deal of interest in 
the problem of farming generally. I think, perhaps, there is some 
justification of your support of this measure on that premise. 
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There is a problem in farm income. It seems to me that you have, 
however, narrowed your interest to gaining relief for farmers entirely 
in the basic-commodity group. That is not the only group in which 
the Government by virtue of one loan or another—and these are loans 
on commodities in storage—carries on some landing activity. 

The CHamman. Permit me to interrupt. This bill is not only 
applicable to basic commodities. 

{r. GARLAND. It is applicable to all commodities. 

Mr. McIntire. In what way? 

Mr. Gartanp. Barley, for example, is not basic. 

Mr. McIntire. Price support. Let me change my term “basic” 
to “price support” then. 

Mr. GARLAND. It applies all the way across the board, Congressman, 
so far as I know. 

Mr. McIntire. How does it apply to any commodity which is not 
pledged into the CCC lending activities? 

Mr. Garuanp. It would not unless it—— 

Mr. McIntire. To that extent it is limited only to those com- 
modities which do have price-supporting activities; isn’t that right? 

Mr. Garuanp. Not only do have, but which may have. 

Mr. McIntire. My point is simply this: We do a lot of Govern- 
ment lending through the Farmers’ Home Administration, just as we 
do with a lot of commodities. I am just wondering why we leave out 
the tax liability on some commodities which are collateral to Govern- 
ment lending by making a strict application only to price-supported 
commodities. 

Why do we not move over and in and say that all collateral to Gov- 
ernment lending can be transferred at the option of the grower? 

Mr. Gartanp. With this exception, I think, it can be presently. 
You have a loan on real property. As soon as you do 1 of 2 things, 
you pay the loan off, when it matures, and the property converts to 
you, or if you He nob pay the loan off and you forfeit the property, 
you are not subject to the tax. 

Mr. McIntire. But you could not forfeit wnder the usual mortgage 
unless the mort nanaakiek was willing to accept. He could hold un- 
til there was default in the mortgage; could he not? 

Mr. Gartanp. In effect, you could not’accomplish that purpose in 
California. I am not familiar with the law in your State, but in 
California you cannot get a deficiency judgment on a real estate mort- 
gage. 

Mr. McIntire. You can in Maine. 

Mr. Garanp. If the real estate held as collateral for the loan, if it 
is insufficient to satisfy the loan, you cannot get a deficiency judgment 
in that instance. 

Mr. Hacen. I would like to correct the record on that. If the 
lender is not the seller of the property, that is not true. There are 
deficiency judgments in case of real-estate loans. 

Mr. Gartanp. I have gone to court on a couple of them. 

Mr. Hagen. If the seller makes the loan there is no deficiency judg- 
ment. If the money comes from somebody else who takes the mort- 
gage, there is a possibility of a deficiency judgment. 

Mr. Poager. If the vendor is the lender, there is no deficiency ? 

Mr. Hacen. If the seller is the mortgagee then there is no deficiency 
judgment, but if some third party lends the money, there is. 
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Mr. Gartanv. That is correct. 

Mr. McIntire. Could not this same objective be accomplished if by 
chance—in the case of these price-supported commodities—the grower 
or the producer had the option on the maturity date of his note? 

Mr. Bent an. No; it cannot, unless the maturity date can be acceler- 
ated ahead of that which has been fixed by the Department. 

Mr. McIntire. Let us say that as you go in to take a commodity- 
credit loan on barley, if you as the producer had an election on the 
maturity date of that note, you could elect at that moment as to 
whether that note was to become due; could you not? 

Mr. GarLanp. Yes. 

Mr. McIntire. Would it not accomplish the same thing ? 

Mr. Gartanp. No; it would not, except and unless the Department 
of Agriculture through CCC would allow it to mature prior to assess- 
ment-tax date. That is the crux of the problem. 

Mr. McIntire. If one had the election, he could elect and set that 
ahead of his tax date. That would be his own election; would it not? 

Mr. Gartanp. He has that election now on the maturity date, but 
he cannot accelerate the maturity date, if I understand your question. 
Maybe I do not follow you. 

For example, the maturity date in California now, since it was 
fixed this last time, is March 11. On March 11 I can elect to redeem 
the commodity and pay off the loan or I can elect to allow the com- 
modity to remain in CCC and be relieved of legal title. But I cannot 
be relieved of it prior to that time. 

Mr. McIntire. Prior to the maturity date? 

Mr. Gartanp. That is correct. 

Mr. McIntire. But if that maturity date were set at the option of 
the farmer when he took out the loan ? 

Mr. Garuanp. Yes; that would be. 

Mr. McIntire. That would accomplish the same thing ? 

Mr. GaRuanp. Yes, indeed. That is the effect of this. 

The CuarMan. As it is not the Department has already advised 
the committee that it exercises the option—changes it as it sees fit. 

If you make me a loan and the maturity date of that loan is April 
30, and you move it back to February 28, what right did you have to 
do it? 

Mr. Ricuarps. There was no change. The changes were made, 
Mr. Cooley, at the beginning of the crop year. There is no change in 
anything. 

The Carman. You moved that back. That was in the 1955 
contract? 

Mr. Ricuwarps. Yes, sir. We didn’t change anything in the middle 
of the stream. No. 

The CuarrMan. But you did change it? 

Mr. Ricuarps. No, sir. 

The CuairMan. Didn’t you go back and change it? 

Mr. Ricuarps. Let me start at the first. Let us go back to 1954. 
On the 1954 crop the maturity date was April 30, 1955. Then it was 
changed for the 1955 crop. 

The CuarrMan. It was not changed in regard to the current con- 
tracts—the next contract, the subsequent contracts? 

Mr. Ricuarps. That is right. 

79991—56——7 
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The Cuarrman. All right. 

Mr. McIntire. Do you feel that if your producers had an election 
—and I am not presuming to consider the administrative problems in 
these questions—if they had an opportunity at the time of their 
signing of the notes to elect their maturity date, that it would meet 
this same situation ? 

Mr. Garianp. Definitely not. It would accomplish the entire 
purpose of the support program without penalizing the farmer, 
because the farmer of necessity will not relinquish title as long as he 
thinks that by leaving the commodity in loan there is a chance of the 
price going up and enhancing his economic position. 

It is only when he feels that he is going to be penalized by holding 
that title in loan that he will relinquish title. 

Mr. McIntire. In the case of the election of the maturity date he 
would be forfeiting his right of holding for later increase in price 4 

Mr. Gartanp. He would be willing to do that in California. I 
cannot speak for the other State. I would be most happy to do it. 

Mr. McInrier. That is all. 

Mr. Poace (presiding). Are there any further questions of Mr. 
Garland? 

Do you have anything further? 

Mr. Garvanp. No. 

Mr. Poage. If not, we are very much obliged to you for your state- 
ment. 

Mr. Hacen. I would like to correct the record with respect to Mr. 
Nagel’s statement. At one point, I think, Mr. Garland stated he got 
it from the transcript. In looking at it superficially it is true, but, 
certainly, Nagel was only referring to the barley problem. He is 
only acquainted with barley. 

And he said they did not change the date in any other State. He 
was referring to the barley date. 

The Cuarrman. I would like to ask a question. I understood you 
changed the date from April 30 to February 28. 

Mr. Haagen. Correct. 

The Cuarrman. And then changed it again to March 11? 

Mr. Hagen. That is correct. 

The Cuarrman. In making that change, did you have in mind just 
barley ? 

Mr. Hacen. Each crop has a different date. 

Mr. Ricuarps. The two States involved on April 30 were Cali- 
fornia and Arizona. That was a change im 1955. The southern half 
of the country had been moved from February 28 the previous year. 
California and Arizona were changed to February 28, and then those 
two States were changed back to March 11 in 1956. 

The Cuoarmman. What I do not understand is, if you thought in the 
first place it was the wise thing to do, to change the date from April 
30 to February 28, why did you let these tax assessors persuade you to 
put it to March 11? 

Mr. Ricuarps. Mr. Cooley, the old date had been April 30. 

The Cratrman. Yes. 

Mr. Ricrarps. We had had no problems on the tax problem, and 
when that was called to the attention of the Secretary’s Office and 
others, they decided they wanted to put the tax situation back where it 
was before the first change was made. 
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That was the change from April 30 to February 28. So the decision 
to move it to March 11 was a result of the tax situation. 

But it was to try and maintain the status quo that existed on barley 
for a number of years in California so far as the tax situation was 
concerned. 

The Cuarrman. When you changed it from February 28 to March 
11, why didn’t you put it back to the date in — 

Mr. Ricwarps. We still had the problem of storage. We felt that 
we might have it. We didn’t want as late as April 50, but 

The Cxarrman. Instead of shortening the period for the farmer, 
why didn’t you lengthen the period, carry it on from April to May 
or June or some other time? 

Mr. Ricwarps. That runs into the new-crop situation and, as some- 
body pointed out here, we have got to get the barley we are taking 
out of the way so the new crop can find a place to be put in storage 
and go under loan. 

We have to move it out of Kings and Tulare Counties and other 
counties—move into a terminal position somewhere. 

The CHamrMaNn. Suppose he has it on his own farm and he wants 
to move it out of his way. You deprive him of the right? 

Mr. Ricwarps. Most of the time farmers are after us to take it 
over. 

The Cuatrman. How? 

Mr. Ricuarps. They want us to get it out of the way. 

The Cuarrman, All right. You do not give him the right to say 
when you will get it out of the way? 

Mr. Ricwarps. If he can sell at any time while it is under loan he 
has a perfect right to do that. 

The Cuarrman. He wants to sell it to you and you won’t take the 
title to it before March 11. 

Mr. Ricuarps. That again goes back to what we were talking about 
before. We feel that the nonrecourse loans involved a period of time 
that the farmers ought to have an opportunity to sell their barley or 
any other crop in the free economy. 

e CratrMAN. The sad confession you are making is that you 
vielded to the persuasion of the tax assessors in making the last 
change. You had no regard for the rights of the farmer. 

Mr. Hagen, There is another element to the transaction. 

The Cuarrman. What is that? 

Mr. Hacen. By establishing a February 28 date they were dis- 
criminating between barley growers. Most of these big barley 
growers own great big warehouses. For example, Clarence Salyer 
has about a $600,000 warehouse, which he may own under a different 
corporate entity, but it is his. Actually, it is very easy that in his 
Government storage the CCC can take that over immediately. 

Now, on the farm storage, it is true there is very little of it, be- 
cause most of the barley growers are huge operators. The Govern- 
ment cannot take title to this barley until it is in licensed storage or 
in transit thereto. 


Farm storage could not get at the tax advantage. That was an- 
other aspect of the February 28 date. The small farmer on the farm 
could not get the same advantage that these larger operators who were 
storing in licensed warehouses, which in many instances they own 
themselves, could get. 
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It was just that a physical takeover with passage of title to the 
Government would not be possible. 

So the order was discriminatory as among farmers. That was 
another aspect of the transaction. 

The Cuarrman. Charging the date does not change that situation. 

Mr. Hagen. But it puts them both back in the position where they 
pay taxes. The one who stores on the farm and in the licensed ware- 

ouse. 

The CHamman. If we pass this bill we will give the man who 
stores on the farm the same right we give the man in Government 
storage, and he may divest himself of the title. 

Mr. Hacen. Neither one of them has the right. 

The Cuarrman. As a lawyer, you know they have the right to do it. 

Mr. Hacen. They do not have the right to do it. 

The Cuarrman. I can give a promissory note to a bank down here 
and they can rediscount it all over the world. It is a negotiable 
instrument. 

Mr. Hacen. Actually, it is more an equity. 

The Cuairman. Equity of redemption—that is all you can make of 
it. 

Mr. Hacen. The commodities are merely collateral—like a chattel 
mortgage—except that it is a little different legal terminology. The 
title to a chattel which is under a chattel mortgage rests in the owner 
of the chattel. As to the mortgagee, he has to foreclose. 

So, actually the title is really in the producer. 

The CuarrMan. It is after adjournment time. We will have to ad- 
journ now. We cannot conclude the hearing because I understand 

{r. Hagen wants to make a statement. 

Do you gentlemen from the Department desire to make any further 
statements ? 

Mr. Ricwarps. No. 

The Cuarrman. Do you, Mr. Garland? 

Mr. Garianp. I want to submit some additional petitions. 

The Cuarrman. You may have that permission, without objection. 
You will furnish them to Mrs. Downey and we will have them in- 
cluded in the record. 

The CHarrman. We will adjourn and call a meeting at a later date 
to conclude the hearing. 

(Whereupon, at 12: 40 p. m., the committee adjourned.) 
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FRIDAY, JULY 6, 1956 


House or Representatives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 
The committee met, pursuant to notice, at 10:10 a. m., in room 
1310, New House Office Building, Hon. Harold D. Cooley (chair- 
man) presiding. 
The Cuamman. The committee will be in order, please. 


Mr. Hagen we will be glad to hear you on the bill under considera- 
tion, H. R. 9650. 


STATEMENT OF HON. HARLAN HAGEN, A REPRESENTATIVE IN 
CONGRESS FROM THE 14TH CONGRESSIONAL DISTRICT OF THE 
STATE OF CALIFORNIA 


Mr. Hagen. Mr. Chairman, I do not want to take up the time of 


the committee this morning if you want to go ahead with your ex- 
ecutive session, but I am prepared to go ahead. 

The Cuatrman. We shall hear you now, if it suits you just as well 
and then we shall go into executive session. 

Mr. Hacaen. I want to say, first, Mr. Chairman, that it pains me to 
be in opposition to you on this bill, but I cannot do anything in good 
conscience but oppose it. 

H. R. 9650 has only 1 of 2 purposes or both, a local tax evasion, or 
the shifting of storage charges to the Government, and all of the 
legalisms or euphemisms in the dictionary cannot alter that fact. 

At this point, also, I would like to say that I will not yield to any- 
one in my concern for the small farmer. That is why I am here in 
opposition, as I will demonstrate. 

And if I could describe this bill as it applies in California, I will 
describe it as the big corporate barley growers bill. 

I invite your attention to the provisions and effects of H. R. 9650, 
the hearing of which has been going on, and to ask your assistance 
in defeating it. 

This legislation would permit the owner of certain price-supported 
crops pledged as collateral for a commodity credit loan to waive his 
proprietary interest therein in advance of the normal date of re- 
demption of such loan established by the Secretary of Agriculture. 

Regardless of the euphemisms used to describe this legislation, it 
is designed to permit growers of these crops in areas which have an 
ad valorem personal property tax for the support of school districts 
and other county units of government to evade such taxes by sur- 
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render of their ownership in advance of the tax day or in the altern- 
ative possibly to shift the burden of storage charges to the 
Government. 

It is a serious invasion of the rights of local units of government 
which have as their only source, practically I might say, their only 
source of tax revenue, the levying of ad valorem real and personal 
property taxes. 

I am convinced that this legislation stems from the efforts of certain 
large speculative barley growers in my district to evade taxes. In 
any event, to the best of my knowledge, the taxation of commodities 
pledged for Government loans is currently a matter of controversy 
only in California, in spite of the fact that units of local government 
in other States levy such taxes. 

States other than California wherein local units of government 
tax farm commodities pledged for CCC loans, according to the in- 
formation received by me from the Department, are Illinois, Indiana, 
Minnesota, Missouri, Montana, Nebraska, Nevada, Ohio, Utah, and 
Wisconsin. 

In addition Iowa levies such a tax with a special rate, and South 
Dakota and Kansas tax some commodities, including grain at the 
moment of harvesting. 

As I have indicated, to the best of my knowledge, no controversy 
over these taxes exists in these States. And I would suspect that the 
taxing authorities thereof and the communities generally would be 
opposed to this legislation. 

I do not know the value of these revenues in other States, but it 
is reliably estimated that the enactment of this legislation would cost 
the local units of government in California over $1 million annually. 

This does not result in a tax saving but merely a shifting of taxes 
to other taxpayers, including other farmers. When it is considered 
that some local units of government, including school districts, include 
nothing except agricultural] property, it is apparent how crucial this 
legislation is. 

In my area it can be assumed that some school districts would lose 
as much as 30 percent of their tax revenue if this legislation is adopted, 
unless a shifting of the taxes to other agriculturalists would occur as 
it inevitably would. 

I would refer to the situation in my district as an excellent case 
study of what is being attempted here. The county of Kings where 
T live is principally an agricultural community with a population of 
about 47,000 people. It is divided into two principal agricultural 
areas. One of these consists of small farmers, in great number, who 
operate dairies, raise hay, grapes, and other fruits and nuts, with 
some interspersed cotton production. 

The other area of the county consists principally of a handful of 
large corporate farmers who devote almost their entire effort to grow- 
ing irrigated cotton and dry farming, barley, and other grains on that 
portion of their lands for which they do not have sufficient irrigation 
water and which they use in a rotation pattern with cotton. 

The grain ventures are highly speculative becuse they are dependent 
upon rainfall, which is uncertain, and heretofore have been subject 
to floods and in view of the size of the operations it is a matter of rela- 
tive unimportance whether a grain crop is secured in any given year. 
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In recent years the county and local school districts have songht 
to tax their grain, principally barley, in storage. They have resisted 
these efforts. And currently these taxpayers are litigating the matter 
in the courts with no probable success. 

And they are seeking an alternate route of success through enact- 
ment of this legislation and have paid a representative to appear 
before our committee in support of it. 

If they are successful, either in their litigation or in their activities 
before this committee, it will mean that the balance of the t taxpayers 
in the community, the majority of whom are small farmers, and _, 
business men, will have to pay the tax loss. This result will be ¢ 
great inequity because the operators of fruit and nut farms and diiey 
and hay operations do not enjoy nearly the income, even on a per 
unit basis, enjoyed by the aforesaid barley growers. 

In addition, the dairymen have to pay taxes on their dairy herds 
and equipment, and the growers of fruits and nuts have to pay taxes 
on their trees and vines as improvements in addition to their real 
property taxes. 

The passage of this legislation would obviously aggravate a situa- 
tion which is already inequitable. And the small farmers are op- 
posed to this legislation as evidenced by the fact that I have received 
a resolution from a local grange unit in opposition thereto, which was 
introduced into the record the other day by Mr. Nagel. 

Reference was made in the committee hearing on 1 W ednesday, June 
20, to the question of double taxation and I will deal with that at a 
later point. 

It is significant that I have received many communications in op- 
position to this bill, including a resolution from the County Super- 
visors Association of Califor nia, an organization representing county 
commissioners, entitled “Supervisors” in California, who come prin- 
cipally from rural areas. 

And I will introduce references to all of the communications which 
I have received on this subject at a later time. 

But it is significant that the Kings County Board of Supervisors 
is unanimously in opposition to this legislation, in spite of the fact 
that 4 of the 5-man board represent areas which are exclusively 
agricultural, with only small minor village population centers. 

Finally, it should be pointed out that this legislation violates the 
principles of the price-support program. The establishment of a sub- 
stantial redemption period on price-support loans has two major 
purposes. 

(1) It gives the producer a period of time in which he can take 
adv antage of increase in market prices above the loan value of his 
product. 

(2) It affords a mechanism which increases the possibility that 
price-support commodities will find a market outside of acquisition 
by the Government. 

This last is a major consideration in connection with this legisla- 
tion, because it would provide an incentive to deliver commodities com- 
pletely to the Government. 

With respect to the first purpose, it might be argued that clothing 
the grower with a further discretion would be an advantage to all 
growers of a particular commodity. Actually, it would be ‘only the 
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larger growers who would be in a good position to rationally exercise 
this discretion. 

And many small growers probably would execute their waiver with 
no real knowledge that the market would improve above the support 
level. 

I should also point out in answer to a question which was discussed 
at some length in the June 20 hearing that the proprietary interest rep- 
resented by the grower’s right to redeem his loan is not readily as- 
signable as was indicated in the hearing. 

With respect to most crops, serious restrictions are thrown around 
this assignment for the protection of the grower. Without these re- 
strictions these rights to redeem would be acquired in quantity by 
speculators who could afford to gamble on future increases, either by 
reason of better knowledge or by reason of the fact that they were the 
owners of storage facilities and were in a position to make a sure profit 
out of storage of commodities acquired through the securing of re- 
demption rights. 

As I have indicated in this statement earlier, to the best of my knowl- 
edge, this is currently a California problem only, and is definitely an 
attempt in its practical effect to invade an area of local California 
government. 

This fact is demonstrated by the history of farm product exemp- 
tions in other States, furnished by Mr. Garland, who spoke on behalf 
of this legislation. 

These States have handled the problem as California should be per- 
mitted to handle it. 

I refer to the testimony of Mr. Garland, which reflects that these 
States have granted exemptions to agricultural products in storage: 
Alabama, Georgia, Kentucky, Louisiana, Maine, Maryland, Michigan, 
Mississippi, New Hampshire, New Mexico, North Carolina, Tennes- 
see, Texas, Virginia, and the State of Washington. 

Three States tax the farm commodity in the hands of the possessor : 
In this case the pledgee, to wit, Arizona, Nevada, and South Carolina. 

Three States have a special tax law, a special tax rate: They are 
Iowa, Minnesota, and South Dakota. 

Three other States have no personal property tax, to wit, Delaware, 
New York, and Pennsylvania. 

This information furnished by a witness for the bill indicates that 
this is properly a State problem, and some States have moved to take 
sare of it, as all should be permitted to do, without our interference, 
an interference which would likewise apply to special tax provisions, 

Some questions have been raised as to the importance of this problem. 

It is a matter of great importance in my district. It so happens that 
most of the barley which is involved is stored in the boundaries of my 
district, is within the Corcoran Elementary School district, and the 
Corcoran High School District. 

And dealing with 1954 figures, with respect to the Corcoran Ele- 
mentary School District, there was a total assessed valuation in the 
district of $13,982,000. The barley value was $426,206. The total as- 
sessed valuation for tax purposes on barley was $202,050. And the 
tax on barley was $6,138.67. 

With respect to the high school district, the comparable figures were, 
$15,773,000 and total valuation : $426,206 barley valuation. Assess- 
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ment valuation $112,941, with a total tax of $3,494.88. A total for 
the 2 school districts in 1954 of tax revenue which probably would 
have been lost under this bill, of $9,633.55. 

The Cuairman. They are two of your school districts? 

Mr. Hagen. They are in my home county, Kings County. 

The Cuatrman. Two school districts ? 

Mr. Hagen. Two school districts. They largely overlap, as you can 
see, by the total assessed valuation. 4 

The CuarrmMan. You mean if the barley had been fully taxed, one 
school district would have gotten $3,000 and the other $6,000 ¢ 

Mr. Hagen. Yes. 

The 1955 figures would have been radically different. The tax loss, 
probable tax loss under this bill to the elementary school district would 
have been $24,858. And to the high school, $14,805. The total loss in 
the 2 years for the 2 districts would have been approximately $40,000 
which is a fairly substantial part of their budget. 

The CuarrMan. You mentioned 1955. You talk as if this thing is 
terribly immoral for Congress to pass this bill, and yet the Department 
of Agriculture, by Executive order, did exactly what you are com- 
plaining about. They moved the date back and in 1955 they did not 
tax this barley in storage. 

Mr. Hagen. Well, whether or not the Department of Agriculture 
has at various times made errors is of no particular concern in this 
problem, I do not believe. 

The CaarrmMan. You say they made an error. They did it de- 
liberately. 

Mr. Hacen. They made an error. They had reasons for changing 
the date. 

The CuarrMan. Yes; somebody applied reasons to them to make 
them change it again. 

Mr. Hagen. That is correct. I assisted in that endeavor. 

The Cuarrman. I asked that this committee be furnished with full 
information concerning these two changes. They gave me the in- 
formation in regard to ‘the first change. “They have not given us the 
information with regard to the second change. 

They wrote a letter here, but they have not given me the informa- 
tion. I want to see the file, and see why they made the second change. 
I wanted to see the Department file. 

Mr. Hagen. I can tell you very simply, Mr. Chairman. 

The Cramman. Mr. Richards was frank enough to say he did it 
deliberately for the one purpose of fixing the maturity date subsequent 
to the tax listing date. 

Mr. Hacen. Well, actually it had two purposes. The change from 
the April 30 date was asked for by the barley growers in California, 
because they have an early crop which starts coming off the field in late 
April or early May, and they have no place to store it. They are not 
eligible for CCC loans, if they can’t store it in a licensed warehouse. 

So they wanted an earlier date. And the Government does not 
move the grain until it gets title. So they wanted an earlier maturity 
date on this redemption in order that the Government would have 
moved its grain out in order that they might put their new crop in. 

Where the Government made an error was in establishing—it was 
not necessary, actually—to satisfy this storage problem, a date which 
permitted tax evasion. 
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And the Department, I am certain, made that determination with- 
out realizing the size of the problem in California. I do not assert 
that all Department people were unaware of the fact that there might 
be some tax effect, but I am certain the policymakers didn’t know ‘the 
size of the effect. I discussed the tax aspect with some of them but did 
not have complete information at the time. 

And, also, this new date established a discrimination as between 
growers who store their barley on the farm and growers who stored 
their barley in a licensed warehouse. Because as a practical matter, 
the farm-stored barley could not avail itself of this tax evasion and 
you had two categories of barley growers. 

So by establishing a new date which was behind the tax day, they 
took care of this inequity as among barley growers and, also, too 
care of a local problem which they, I am certain, did not realize the 
size of. 

The Cuamman. How much do you estimate that Executive order 
cost the State of California in taxes? 

Mr. Hagen. As you know, how much grain is sold in the ordinary 
channels of trade and how much is delivered to the Government. 
it varies from year to year. 

As the way it has turned out, I think the loss of revenue to Kings 
County by this change of date on the 1955 crop was less than they 
had anticipated but I am certain that it was in excess of $50,000 
just to the county alone. 

It was calculated at one time that, and it is possible, in some years 
that the loss would run as high as $180,000 or $190,000. 

Of course, you have a loss of revenue, also, to school districts and 
to various other types of districts. 

The Cuarrman. If we were talking about taxing personal prop- 
erty, that would be one thing. We are not talking just about taxing 
per sonal property. Personal property is taxed in my State and in 
my county. We are talking about double taxation on personal 
property. 

Mr. Hagen. Well, Mr. Chairman, if you want to, I am glad you 
brought that up, because I want to go into this question of double 
taxation. 

I am not here to argue for the validity of the ad valorem tax. 
It works inequities all of the time. That is one reason why some 
economists and students of government feel that the income tax 
is the only fair tax. 

But merely because we disagree with the concept that the ad 
valorem tax is a good tax, does not mean we can compound the in- 
equity by making it worse, 

That is exactly what this bill would do. 

The Cuarrman. I am not objecting to the ad valorem principle 
at all. I am not complaining about that, because we have it, but 
North Carolina through the general assembly has done just what 
this bill proposes to do for the California farmer. Only we did it 
forthrightly and said, “You cannot tax it at all as long as it is in the 
Government loan.” 

Our principal crop is tobacco. The others we give them 2 years to 
move it. If they want to hold it over 2 years, then they pay the tax. 

What you are saying here now is if the Department of Agriculture 
is going to bec onsistent, and all of the communities and taxing authori- 
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ties, do for them what they have done in your district and in California, 
they should go over this country and find out tax listing dates in 
every country, or every State, and should change the maturity date 
so as to come immediately subsequent to the tax listing date. 

Unless the Department does that, it is not consistent and it is not 
uniform. 

All of this bunk about storage facilities, that is out of the window 
on the second move. 

I am not arguing that they were not justified in the first order. 
And storage facilities situation did not do that, but here we have by 
Mr. Richards a confession that the taxing aspects of this thing was 
the only thing that prompted him to fix the maturity date immediately 
following the tax listing date. 

So it means this, if the tax listing date happens to be the 10th of 
March, the man has got to pay the tax on the 10th of March. And 
they call his loan on the very next day, on the 11th of March, and he 
is out of business. 

The equity in it may not be worth a thin dime—his equity—yet in 
the situation in your area that farmer would have to pay tax on full 
value on that commodity which happens to be owned by the Federal 
Government, for all intents and purposes. 

It does not seem to me that there would be anything on this earth 
fair about it. 

And to prove they are not consistent, if my information is right, out 
in North Dakota they did just the reverse. 

What kind of Department of Agriculture have we got down here 
that is going around letting somebody call attention to tax listing 
date in a particular community and then they change the maturity date 
without regard to the rights and wishes of the farmer? They shorten 
the maturity date. 

All along we have extended these maturity dates. Those that were 
about to mature in the past, we have urged the Department to extend 
the date, so as to give the farmer a longer period within which to 
redeem his interest. 

Mr. Hagen. I have no desire to roam over every State but the situa- 
tion in California is this, that the growers requested this change in 
maturity date. 

The Cuamman. The first time they did. And they did not the 
second time. 

Mr. Hacen. No, they didn’t because—— 

The Cuatrman. But the tax assessors moved in and without re- 
gard 

Mr. Hagen. That is not a fair statement, either, because you cannot 
say that they did. The Kings County Board of Supervisors moved 
tochange this date. I might add I assisted them. 

These supervisors, four of them representing agricultural areas, they 
represent farmers—they are the closest elected officials to the people. 
So you cannot say that the farmers did not request this change, 
because they did, since it is reasonable to assume these people represent 
their farmer constituents. 

The Cuatrman. They were tax officials. 

Mr. Hacen. They are elected and they are very tax conscious. The 
only thing you have to do to get elected is to say you are going to re- 
duce taxes. 
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The Cuarrman. This committee has a right to see the correspond- 
ence between the tax assessors in California and the officials of the 
Department of Agriculture, which correspondence resulted in the 
change of this date. 

You mentioned Kings County. Here is an excerpt from a paper. 
Are you familiar with the Hanford Sentinel? 

Mr. Hagen. Very much so. 

The Cuamman. Here is an editorial from that paper, in favor of 
this bill, and here is a telegram. 

Mr. Hagen. That does not look like the masthead on the Sentinel. 

The Cuamman. What?! 

Mr. Hagen. Is that the Hanford Sentinel? What is the date on 
that editorial? 

The CuarrmMan. It is July 3. Here is another one. 

Mr. Hagen. As long as you went into that 1 would like to go into 
it a little bit, too. 

The Cuatrman. May I express another thought about this? Maybe 
you can explain this telegram from the Chamber of Commerce in 
Hanford, Calif., which was sent to Hagen and Harold Cooley. So 
they take themselves completely out of the picture. They first agree 
with your views and now they say they are not becoming involved in 
it in any way. 

(The telegram referred to above follows :) 

HANForD, Cautr., June 29, 1956. 


Gorpon GARLAND, 
Hotel Shoreham, Washington, D. C.: 


The following copy sent to Harlan Hagen and Harold Cooley this date by 
Hanford Chamber of Commerce: “The Board of Directors of the Hanford 
Chamber of Commerce voted tonight to rescind their previous resolution in 
opposition to H. R. 9655. The board authorized the release of the following 
statement to the press: ‘We have taken this action because we feel that it is 
not in the best interest of our membership for the chamber to involve itself in 
controversial legislative matters,’ ” 

Best regards. 


Hueco PEARSON. 


Mr. Hagen. I want to go into that, inasmuch as you have gone into it. 

Mr. Poace. It was not the taxing officials that started this. But 
who stirred up this, who paid for this campaign to get telegrams sent 
to all of the members of this committee from towns and municipalities 
and those kind of people ? 

I have seen 6 or 8 of them this morning. I know they didn’t happen 
spontaneously. 

Mr. Hacen. I will agree with you, Mr. Poage. I got in communi- 
cation with the Board of Supervisors Association in California. This 
is a matter of interest to every community in the United States, I 
would assume. 

I suggested that they enlist the services of the National Association 
of County Officials and the American League of Municipalities, because 
this is a serious threat to lecal tax autonomy. 

Mr. Poace. Somebody told them it was a serious threat to them, 
because I got some from Texas, leading municipalities tell me this was 
a serious threat to the revenue-raising power of cities and counties 
of Texas. 

And you just said that Texas passed a general statute that prohibits 
the taxing of agricultural products in storage. And they cannot tax 
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them, no matter whether the Federal Government has them or whether 
the individual farmer has them. There-is no such thing as taxing 
those in Texas. Ris ; 

Yet my leading municipalities wire me this is a serious threat to the 
income of the cities and counties of Texas. 

Mr. Hagen. May I comment on that? I do not know what the leg- 
islative situation is in Texas. 

Mr. Poacr. You just read it. You read it in the record. 

Mr. Hagen. I know at the present. Presumably, at a later date the 
State of Texas might want to change its law. And we should not have 
any Federal blocks in the way of their desires. = 

lo go back to the Hanford Chamber of Commerce, this is an interest- 
ing case study in how these barley growers operate who want to escape 
taxes. The Hanford City Council and the Hanford Chamber of Com- 
merce, where I live, adopted a resolution in opposition to this bill. 

And these big barley growers—and believe me they are big—imme- 
diately got to work and threatened to boycott all of the merchants in 
the city of Hanford, and had a few unkind things to say about the 
paper. 

So that it was nothing more or less than blackmail. If you want 
to call it by any politer term it is all right with me. 

The Cuatrman. Who was it practicing blackmail ? 

Mr. Hacen. These barley growers. 

The Cuarrman. Whom were they blackmailing ? 

Mr. Hagen. The chamber of commerce of the city of Hanford. 
And I might assume they possibly exerted some pressure-on the paper 
although I have no personal knowledge of that, and-make no positive 
statement with respect thereto, except to say these people would not 
hesitate to apply such pressure. I do have knowledge of the fact of 
the pressures they brought on the chamber of commerce members. 

The Cuairman. Do you mean the chamber of commerce yielded to 
blackmail at the hands of barley farmers? 

Mr. Hagen. Well, Mr. Chairman, I am not critical at all of the 
chamber members. If I were in business and of substantial size and 
somebody said to me, “If you do not get your chamber of commerce to 
reverse itself, I will cancel my order,” which is what happened, I 
understand, I probably would do the same thing. 

I am not being critical of the individuals, of the members of the 
chamber of commerce but for the record that is what happened. 

The Cuarrman. Is Hanford in King County / 

Mr. Hagen. That is the county seat. 

The Cuairman. I cannot imagine those people yielding to black- 
mail or any kind of threat. I do not know, as to the barley growers, 
what control they have over them. In the publication, the newspaper 
came out for this bill, too. 

Mr. Hacen. Well, I understand one of these growers, for example, 
canceled a $60,000 order for petroleum products. 

The Cuarrman. What has the chamber of commerce to do with 
that ? 

Mr. Hagen. The seller of it was a member of the chamber of com- 
merce, it so happens. There were representations made to other mer- 
chants that if they didn’t reverse the stand of the chamber of com- 
merce the same thing would happen to them. So that, very simply, 
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is what happened. I have no criticism of those merchants whatso- 
ever. 

The Cuamrman. Do many farmers belong to the chamber of com- 
merce ¢ 

Mr. Hagen. Certainly, they do. 

The Cuatmrman. What? 

Mr. Hagen. Certainly they do. But few, very few. 

The Cuarrman. Do you not think that the chamber of commerce 
members, who happen to be farmers, might have some influence in 
the making of the final decision ? 

Mr. Hacen. Well, I know the facts of the case, and these farmers 
that brought this pressure do not live in the city of Hanford. They are 
not members of the Hanford Chamber of Commerce. 

The Cuamman. Aside from the view of anybody, I have been 
hearing about chamber of commerce, and newspaper views, I am 
thinking about the principle of having a farmer—I do not care whether 
he be a big or little one, paying double ad valorem tax when nobody 
else is called upon to do that. When the Department admits that this 
last order was made for that one and only purpose, to subject your 
farmers out in. King County to the possibility of having to pay those 
taxes, I am concerned. 

Mr. Hagen. I think it was a very rational decision on the part of 
the Department. 

The CuHarrman. It might have been rather erratic. 

Mr. Hagen. It was in error. 

The Cuatrrman. It was not in error. They knew what they were 
doing. They explained the reason for their action. 

Mr. Hagen. As I say, I am not an employee of the Department of 
Agriculture. I didn’t sit in on the Commodity Credit Board meet- 
ing that resolved this question. I didn’t talk to the Secretary of Agri- 
culture personally about it. 

But on this question of knowledge, I am not going to say they had 
no knowledge of the possible tax aspects of this, but I am certain they 
didn’t realize the size of the problem on this question of local taxation. 

The Cuarmman. The size of the problem? 

Mr. Hagen. That is right. 

The Cuarmman. The size of the problem does not influence me one 
iota. It is the principle. I think it is immoral to make a farmer pay 
double taxes on agricultural commodities which happen to be in the 
Government loan. That is exactly what this does. 

It does not affect my State. It does not affect North Dakota. Why 
should it, in Washington, California, and other States ? 

Mr. Hacen. I sent a memorandum to some, if not all members of 
the committee dealing with this question of double taxation. 

I will confine myself to California, anybody there who borrows 
money which he puts in a crop or puts in inventory in the store or a 
great many aspects of earning a living, pays double taxation, if you 
want to call it that. 

The Cuairman. How do you explain that? I do not follow that 
thought. 

Mr. Hacen. Let us take the case of a dairy farmer. 

The Cuatrman. If I borrow a thousand dollars from the bank, I 
do not pay tax on it twice. 


RNR e ee pereStereeeemerentaerem 


2 PRE PON 





DISPOSITION OF COLLATERAL UNDER PRICE-SUPPORT LOANS 107 


Mr. Hagen. Let me take the case of the dairy farmer. He borrows 
$25,000 from his production credit association, as an operating loan. 

He gives security, all of his chattels that he has in being and any 
that he might acquire, to secure this loan. It is repayable after the 
next tax day. 

paw uses $5,000 of this money to bring his barn, his equipment up 

to a point where he can operate as a grade A dairy and get a better 
price for his milk. 

On tax day he pays on his real property at its increased value and 
pays on the added equipment. 

At us say he uses another $5,000 to buy additional milk cows. He 
pays a personal property tax on those milk cows. 

Let us say he uses another $5,000 to buy machinery and to hire 
labor and seed to grow alfalfa and barley to feed to his cows. 

On the machinery he pays a personal property tax. On the alfalfa 
and grain which he raises, if it is still on his ranch—and it probably 
is, because he wants to feed it to his own cows—he pays a personal 
property tax. 

Let us take the case of the barley grower. He makes the same bor- 
rowing, except he does it from the CCC. 

He uses $5,000 of this money to improve his farm buildings and 
to buy machinery like the dairyman. He pays a tax on the increased 
value of his real property and on the equipment he has secured. 

Let us say he uses $5,000 to acquire additional acreage which would 
be the equivalent of the dairyman acquiring new cows. On these 
additional acres he pays a real property tax assessed at the same rate 
and evaluation that the dairyman gets on the cows. 

He only has one machinery item, because he does not process milk, 
so that he _buys machinery to raise barley, and to buy the seed and 
labor to raise barley. 

Like the dairyman he pays personal property tax on the barley 
which he owns on tax date, just like the dairyman pays it on the hay 
that he is raising. 

The Cuatrman. In one instance you are dealing with the Gov- 
ernment and in the other instance you are dealing with a private 
corporation. 

Mr. Hacen. No, he borrows from the production credit association. 

The Cratrman. That is a taxable organization. 

Mr. Hagen. You know that that is a distinction without a dif- 
ference. 

The Cuarman. Is it? 

In the first place, I cannot obtain a 90 percent loan on cotton from 
any private banking institution. The only reason we created this 
loan was to make it a part of the farm program, and only those who 
comply with the conditions laid down by the Department of Agri- 
culture with reference to the acreage allotments and marketing quotas 
and other things, are eligible to get the loan. 

When they borrow the 90 percent—I am using that because some 
commodities are not supported at 90 percent—tobacco is now—you 
borrow 90 percent of the value of the commodity, and that may be the 
total value, actually. 

Why should a man have to pay taxes on the money that he invests 
in his machinery from that loan, and on the commodity itself? 

Mr. Hacen. Just like the dairyman. 
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The Cuarrman, If you are right, the legislation in my State is 
wrong, and all of the other legislatures of the country which have 
exempted commodities under similar circumstances are wrong. Either 
they have done an immoral act or this thing we are talking about is 
immoral and wrong. 

Mr. Hagen. I am not saying they are wrong or right. I am saying 
in the light of the local economy they made their decisions as to what 
they wanted to do taxwise and that is their business. 

Likewise, the State of California should be entitled to make the same 
determination. 

Mr. Poage. Will you yield? 

Mr. Hagen. Yes. 

Mr. Poace. It seems to me that the distinction that the chairman is 
bringing out here is different from that you discussed. 

Mr. Cooley pointed out that this calied in double taxation. 

You pointed out if the man did not put barley in the loan, he 
produced milk or some other commodity and sold it, then he used the 
proceeds, the dollars that he got from the sale, and he bought ma- 
chinery, and in turn produced products, all of which were taxable. 
Of course, that is true. 

But you pointed out that he might buy cows, if he is in the dairy 
business. Those cows are always taxable but they are his. They are 
his cows. He will not turn them over to the Government. He is not 
paying on something that he is getting nothing out of. Those cows 
are his. 

Certainly, he has a profit off of those cows. He hopes that he will 
make a profit. He still has got the beneficial use of those cows. 

In this ease the beneficial use, the beneficial title, is all in the Gov- 
ernment on this barley. It is of no value in the world to the farmer. 
He has already squeezed out of this barley or other products that he 
has in Government loan every penny that he can hope to ever squeeze 
out of it in the way of benefit. He has not anything except a title there 
that is not of any value to him. 

When, in turn, he buys, as you suggest, he does not pay double taxa- 
tion. He only pays taxes on the thing that is.of benefit to him. 

You are asking him to pay taxes on the thing that is of no benefit 
to him plus taxes on the products that he buys with the money that 
he got. 

Mr. Hagen. Mr. Poage, I think if you attempt to take away this 
period of redemption, you will conclude that this is of some benefit 
to him because the protests will be loud and long—this period permits 
the grower to ern on the market. If the price goes up, he pulls 
the grain or whatever it might be out of the loan. It is a thing of 
value. I don’t think anyone doubts that. 

Mr. Poaer. Under the Cooley bill he would have to pay taxes, if 
he did that. 

Mr. Hagen. I know. 

Mr. Poaace. Sure, he would. 

Mr. Hacen. All you are pointing out is simply a distinction, which 
is not a difference really. 

Let us take the case of the businessman, the small-business man 
who borrows money from the bank. In the first place, he has to pay 
a higher rate of interest, because he does not have the benefit of a 
Government program. 
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Take the same $25,000. He uses $5,000 of that to improve his prem- 
ises, and to add-some equipment or’sales equipment. He  uses,-we 
will say, the remainder to buy an inventory on which he may or may 
not make a profit. 

On tax day he is taxed on his real property at an increased assessed 
valuation. He is taxed on the new equipment. He is taxed on his 
inventory. So that he is in exactly the same position as this barley 
grower. 

Mr. Poage. No; he is not. He is not taxed on a thing in the world 
except the things that he has there that he hopes he will make a profit 
out of. He is taxed on inventory, yes; but he is taxed on it whether 
he owed money on it or not. 

Mr. Hacen. That is right. It is pledged as a collateral, assuming 
that he had to pledge all of his existing property, his future incre- 
ments as a collateral for this loan. That is all in the world this grain 
is, under Commodity Credit loan, is a pledge. 

Mr. Poage. Except that Mr. Cooley wants to let him get rid of that 
if he says it is of no value, let him give it away. 

You say, no; you are going to make him keep title to the thing, 
although the title is of no value—you will compel him to keep the 
title. That is all you are doing, saying, “You have got to keep title 
to this, so you will be liable for taxation, not because you have some- 
thing of value,” because if he keeps it, under Mr. Cooley’s bill, he will 
pay taxes the same as under yours—if he considers it of any value, 
he would pay taxes. 

But Mr. Cooley simply says, “If I haven’t got anything, then why 
should I pay taxes?” 

And let the man be the judge as to whether he has anything or not. 
Obviously, if he has not anything he ought to be able to give it away 
and get rid of it. 

You say, “No, you have to keep it, even though it is of no value.” 

And the whole argument is about something that is of no value. 
There wouldn't be any argument if there was any value to it. The 
man would keep it and pay taxes. It is only when it is admitted that 
it is of no value, then you say, “You will have to keep it against your 
will and ‘pay taxes on something that you know is of no value.” 

The CHarmman. Just as soon as you pay taxes they could call the 
loan. 

Mr. Hacen. In reply to that, there are probably a lot of household- 
ers who would not mind giving the house away. A lot of businessmen 
would not mind giving the business away. 

The Cuatrrman. There is nothing to keep them from giving it away. 

Mr. Hagen. If it is subject to a mortgage or a pledge they cannot 
give itaway. It isa felony, I believe, at least a misdemeanor, in Cali- 
fornia, to deal with third persons with property that is mortgaged or 
pledged. 

The Cuarrman. Of course, you cannot run away with mortgaged 
property, but that isn’t the question. 

Here you propose to let the man turn the equity of redemption 
over to the Government. Mr. Poage pointed out that under the situa- 
tion the Department of Agriculture is forcing these farmers to hold 
the mortgage for the one purpose of making them pay taxes on some- 
thing of no value to them. 
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Mr. Hagen. They are giving them the privilege, too, Mr. Chairman. 

Mr. Pork. I would like to ask Mr. Hagen a question. I have re- 
ceived a number of letters on both sides of this plan from the State of 
Ohio. The county officials, of course, are all opposed to the bill. 

Taxing authorities are opposed because of loss of tax in the State 
of Ohio. We have, apparently, about the same law relating to taxes 
that you have in California. 

But the argument that has appealed to me more has been the argu- 
ment that this bill would discriminate against the small farmer if he 
holds his corn on the farm and feeds his hogs. He has to pay taxes 
on that. While his neighbor puts his corn under loan and that neigh- 
bor would be excused from tax. That is the way you put it. 

Mr. Hagen. That is exactly correct, Mr. Polk. That is the situation 
in California and in Ohio. 

Mr. Pork. It so happens in the area-that I represent, possibly a 
third of the farmers put wheat and corn under loan. about two- 
thirds of the farmers do not bother with the loan at all. They feed 
their corn to their hogs, they feed their wheat oftentimes. 

So there is a great discussion going on in the State of Ohio right 
now on this particular bill. 

Mr. Hagen. You are exactly correct. 

I would like to add, also, if there is merit in the position of these 
farmers who put their corn under the loan, they can take it wp with 
their local county government, if you have a county government in 
your area; they can take it up with their State legislature. That: is 
the proper form in which this matter should be considered. 

The Cuamman. The United States Government is the only con- 
tracting party involved in these loans other than the farmer. We 
know now that the United States Government is not operating in a 
uniform fashion throughout America with regard to these loans. 

We know they deliberately changed the maturity date to rook the 
farmers in California and other places. I do not know where. 

Then, by the same act, with another administrative order, not the 
same one but another, they exempt them in North Dakota. 

Hither one is wrong and immoral or the other. 

Mr. Hagen. I do not want to go over that ground again. I will 
say this, if you want to confer a tax benefit upon these people—— 

The Cuarman. I do not want to do that. 

Mr. Hagen. Why don’t you say they do not have to pay any income 
tax? 

The Cuarrman. You are not going to say—let me get it straight— 
that I am trying to confer tax benefits on anybody. 

Mr. Hagen. That is the practical—— 

The Cuatrman. The only thing that troubles me about this is that 
it is unfair to subject the farmers to double taxation. You cannot tell 
me that it isn’t double taxation. 

As Mr. Poage pointed out a minute ago, I keep on milking the cows, 
I keep on getting the income from the cows. I will never give up the 
title to the cows. I do not intend to give up title. I pledge them for 
the loan, to be sure, and I probably get a 50-percent loan. 

Here, for all intents and purposes, you sell out to the Government 
all of your interest in the cotton or whatever commodity it happens 
to be. 
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Mr. Hagen. Mr. Chairman, all I will say is that it is a distinction 
without a difference. It would be more logical to say that anyone 
who placed their product in a CCC loan and surrendered it to the 
Government would not have to pay income tax on the returns. That 
would be a complete Federal program; Federal supports and Federal 
tax exemptions. 

The Coamman. Would not have to pay what? 

Mr. Hagen. Any income tax on the returns he got from his product 
that he placed under CCC. 

The Cuarrman. That is a different proposition. 

Mr. Hagen. That is a complete Federal program. You are not 
interfering with the rights of the local government. It would be 
more logical—it would be more logical, I said. I didn’t say anyone 
was proposing it. 

The CratrmMan. More logical to exempt farmers from the payment 
of income tax? 

Mr. Hacen. Than this proposition, that is right. Because there 
you have complete relationship of the Federal Government. 

The CHarrmMan. You do not agree it is wrong? 

Mr. Hagen. Pardon? 

The CHamman. You do not agree that double taxation is wrong? 

Mr. Hacen. I am saying that there may be an element of double 
taxation but no greater than the element of double taxation that 
applies to every farmer, whether he grows a price-supported crop 


or not—every small-business man, every taxpayer. 


I am a taxpayer in this situation we are talking about. And I do 
not like to pay taxes any more than the other fellow. But I, together 
with my farmer neighbors, am going to have to pay some more if this 
bill passes, because somebody has to pay these taxes. 

The Cuatrman. If we do not pass this bill, you will make this loan 
unattractive, so that the farmers will not be inclined to take advan- 
tage of it. 

Mr. Hacen. That is the decision they will have to make. That is 
a decision they will have to make as free enterprisers whether they 
will use the loan or not. 

The Cuatrman. Are there any further questions? 

Mr. Anernetiy. I would like to ask a question or two of the wit- 
ness. 

Mr. Hagen, it seems the interest in this matter has centered in 
your section. Are any farmers other than the barley farmers of that 
area interested ; have they expressed an interest in the legislation ? 

Mr. Hacen. There has been an effort—this is a widespread cam- 
paign, Mr. Abernethy—of these barley growers—to interest other 
farmers in what they consider their problem. 

As a matter of fact, there is a resolution addressed to the chairman 
and one to myself, from Calcot, which is a cotton cooperative. 

However, this legislation would be, as I understand it, acceptable 
to Calcot only if they were permitted to recapture their title after 
the tax date. 

Mr. Anernetuy. What is the price support on barley, do you know ? 

Mr. Hagen. Pardon? 

Mr. Azernetiy. What is the price support on barley ? 

Mr. Hacen. I cannot give you the current figure, but in 1954 the 
loan value was $42.50 a ton 
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Mr. Asernetuy. Let me ask—— 

Mr. Hagen. Which works out to $1.24 a bushel. 

Mr. Apernetuy. I understand it is 76 percent of parity, whatever 
loan value that is; is that higher than the normal market ? 

Mr. Hagen. That, of course—— 

Mr. Asernetuy. Where do they get the most money, in the loan or 
in the market ? 

Mr. Hacen. That, of course, would vary from year to year and even 
month to month. 

Mr. Asernetiiy. Has the production of barley increased materially 
in that section ? 

Mr. Hagen. Definitely, it has. You see, barley is a price-supported 
crop with no acreage limitation. 

Mr. Aserneruy. That is right. 

Would this encourage the further production of barley / 

Mr. Hacen. Well, 1 would say that it would. 

The CHatrman. How would it, if the Secretary can lower the price 
support at any time he wants to? 

Mr. Hacen. Well, it would be a small factor. It would be a small 
factor in the equation. 

The CHarrMAN. Suppose he dropped it to 60 percent of parity ? 

Mr. Hacen. I do not know whether I can convey to you the position 
of most of these barley growers. I won't say allofthem. Let us take 
an example. Some of the people that Mr. Garland represents,. they 
might farm forty, fifty thousand:acres of land. 

Mr. JoHnson. How much ? 

Mr. Hacen. They grow cotton on the land that they got the water 
for. But they do not have enough water to irrigate the whole 40,000 
acres. So let us say they farm 30,000 in cotton 1 year, the rest of it is 
laying there. They speculate with barley. 

It will not break them, if they do not make the crop of barley. As 
a matter of fact, a lot of this land used to be subject to floods before 
the Government built some dams. So that, I mean, it did not break 
them. It didn’t put them out of business if they didn’t get any barley 
crop at all. 

But as a matter of speculation they grow barley on that land. Then 
they would.move the cotton next year to the land where the barley 
was and grow barley on the other where they grew cotton the year 
before. 

What Mr. Abernethy is getting to is exactly right. 

The Cuarrman. You are getting away from the proposition which 
you first talked about; cotton. You know that this Calcot business— 
| received one of the communications which you received—is clearly a 
tax evasion proposition. I would not tolerate that 1 minute and 
permit the farmer to give up his title the day before tax listing time 
and take it back the next day. I think that is ridiculous. 

Mr. Hacen. I understand that is the basis of their approval of 
propositions similar to this. 

The Cuatrman. That does not appeal to me at all. I do not think 
that should be tolerated. You wouldn’t permit him to do it—you 
would make him hold the cotton and pay taxes on it. 

Mr. Hacen. Mr. Abernethy asked if other growers were interested. 
They had brought the cotton people into it. 

The Cuarrman. Cotton will be hooked just like the barley folks. 
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Mr. Hagen. In the State of California, to my knowledge, cotton is 
not taxed as a practical matter. 

The Carman. We will have to adjourn this meeting subject to 
call, 

Mr. Hacen. I have got some more things I wanted to put in the 
record. 

The CHairman. Without objection, you may place in the record 
what you have in mind. We shall have to continue this heari ing toa 
later date and set a definite day. But we must go into executive session 
now. 

Mr. Richards, I want full information on this proposition. You 
did not give it to us. I want all of your files and records showing why 
you changed this date to the 11th. 


STATEMENT OF PRESTON RICHARDS, DEPUTY ADMINISTRATOR, 
COMMODITY STABILIZATION SERVICE, ACCOMPANIED BY 
GEORGE COOPER, OFFICE OF GENERAL COUNSEL, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Ricwarps. Mr. Chairman, I have the files here and I shall be 
glad to leave them with Mr. Heimburger. 

The Cuamman. Give them to Mr. Heimburger, please. 

Mr. Ricrarps. I do want to explam this file relates or is the mentee 
from the California group and also a letter from the Barley Associa- 
tion on the first change. 

The CxHarrmMan. We wish all of it. We haven’t time to discuss it. 

Mr. Ricuarps. I wanted to discuss with you and the committee that 
[ did not think I had failed to comply with your request. If you 
want the file you are certainly welcome to it. 

(The following was included within the file of the Department :) 


ResotutTion No. 305A, BeroreE THE Crry CouNcIL oF THE CrTry oF CORCORAN, 
CouNTY OF KINGS, STATE OF CALIFORNIA 


It was moved by Councilman Willis, seconded by Councilman Smith, and 
duly carried that the following resolution be adopted : 


RESOLUTION 


Whereas for the purpose of stabilizing, supporting, and protecting farm income 
and prices, of assisting in the maintenance of balanced and adequate supplies 
of agricultural commodities, products thereof, foods, feeds, and fibers, and of 
facilitating the orderly distribution of agricultural commodities, the Congress 
of the United States has created a body corporate, known as the Commodity 
Credit Corporation, an agency and instrumentality of the United States, within 
the Department of Agriculture, subject to the general direction and control of 
its Board of Directors; and 

Whereas in the fulfillment of its purposes, and in the carrying out of its annual 
budget programs submitted to and approved by the Congress pursuant to the 
Government Corporation Control Act, the Commodity Credit Corporation is 
authorized to use its general powers to support the prices of agricultural com- 
modities through loans, purchases, payments, and other operations; and 

Whereas pursuant to those specific powers above stated, the Commodity Credit 
Corporation did announce a price-support program for the 1955 crop of barley in 
the 1955 CCC Grain Price Support Bulletin 1 (20 F. R. 3017) issued by the Com- 
modity Credit Corporation and containing the regulations of a general nature 
with respect to price-support operations ; and 

Whereas the Commodity Credit Corporation did supplement its barley price- 
support program in May 1955 by the addition of specific regulations, which, to- 
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gether with the general regulations contained in the 1955 COC Grain Price Sup- 
port Bulletin 1, apply to loans and purchase agreements under the 1955 crop 
barley price-support program; and 

Whereas said supplemental regulations do, among other provisions, provide 
that “loans mature on demand but not later than February 29, 1956, in the States 
of Alabama, Arizona, Arkansas, California, Delaware, Florida, Georgia, Ken- 
tucky, Louisiana, Maryland, Mississippi, New Jersey, North Carolina, Penn- 
syivania, South Carolina, Tennessee, Virginia, and West Virginia, and not later 
than April 30, 1956, in all other States” ; and 

Whereas the State of California is the only State among these above enumer- 
ated, in which all property privately owned is assessed for taxation on the first 
Monday of March of each year; and 

Whereas the State of California exceeds all other areas in the Nation in the 
production of barley ; and 

Whereas the county of Kings, during the 1954 growing season, produced 
12,160,800 bushels of barley, second only in quantity to the county of Fresno 
in the entire State; and 

Whereas during the 1954 growing season more than 7,457,000 bushels of barley 
were placed in storage under agreement between the Commodity Credit Corpora- 
tion and producers of barley in the county of Kings ; and 

Whereas during the 1954 growing season more than 30,000 tons of barley were 
placed in storage under agreement between the Commodity Credit Corporation 
and producers of barley in the city of Corcoran; and 

Whereas by the supplement to the 1955 crop barley price-support program 
announced in May 1955, the Commodity Credit Corporation did establish the 
date of maturity for loans received pursuant to the barley price-support program 
prior to the date of assessment for taxation of property in the State of California, 
thus depriving local taxing agencies of revenues derived from the taxation of 
farm products privately owned on the date of assessment; and 

Whereas the Commodity Credit Corporation did amend said date of maturity 
without giving notice of its contemplated action, or affording an opportunity for 
fair hearing to local governmental agencies, dependent in large degree upon 
revenues received from taxation of farm products: Now, therefore, be it 

Resolwed, That the City Council of the City of Corcoran does hereby place 
itself upon record as being opposed to the date of February 29, 1956, as the date 
of maturity in the State of California for those loans procured by producers of 
barley in this State under the 1955 crop barley price-support program as an- 
nounced by the Commodity Credit Corporation: be it further 

Resolwed, That said city council does hereby place itself upon record as 
favoring a date later than the first Monday in March of each year, as the date 
of maturity of loans procured by producers of barley in the State of California, 
under the barley price-support program as amended by the Commodity Credit 
Corporation ; and be it further 

Resolved, That said city council petition and does hereby petition the Honor- 
able Ezra Taft Benson, Secretary of Agriculture of the United States, and the 
Board of Directors of the Commodity Credit Corporation for hearing in the State 
of California to establish a date satisfactory to Federal, State, and local goyern- 
mental agencies upon which loans procured under the barley price-support pro- 
gram as announced by the Commodity Credit Corporation shall mature. 

The foregoing resolution was passed and adopted by the City Council of the 
City of Corcoran at a regular meeting thereof held on the 19th day of September 
1955, by the following vote: 

Ayes: Adney, Smith, Willis. 

Noes: None. 

Absent: Gilkey, McKeever. 

Witness my hand and seal of said city council this 19th day of September 1955 

an , City Clerk. 
By Rutn M. Nevins, Deputy. 





RESOLUTION OF THE Boarp or DiRECTORS OF THE CouNTY SupERVISORS ASSOCIATION 
oF CALIFORNIA Witn Respecr tro Tax Losses Causep py Current Cowmoorry 
Crepit Corporation Poricy 


Whereas the Federal Commodity Credit Corporation in its 1955 barley crop 
price-support program changed from April 30 to February 29 the barley loan 
maturity date in 18 States only, leaving said date at April 30 in all other States: 
and 
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Whereas said change works a great tax inequity on the local governments 
of California, in which State property is required to be assessed for taxation 
as of the first Monday of March annually ; and 

Whereas the counties affected by this possibly inadvertent change in loan 
maturity dates have brought the matter to the attention of the County Super- 
visors Association of California ; and 

Whereas the selection by the Commodity Credit Corporation of any date 
after March 8, 1956, for loan maturity would remove all tax losses: Now, there- 
fore, be it 

Resolved by the board of directors of the County Supervisors Association of 
California, meeting at Sacramento this 2d day of September 1955, That the 
Honorable Ezra Taft Benson, Secretary of Agriculture of the United States, and 
the Board of Directors of the Commodity Credit Corporation are hereby 
petitioned to set hearings in the State of California to establish a fair, equitable, 
and satisfactory date upon which barley price-support loans shall mature. 

Certified to be a true and exact copy of resolution adopted by the board of 
directors of the County Supervisors Association of California, September », 
1955. 

[SEAL } Wa. R. MacDoueatr, General Manayer. 





CONGRESS OF THE UNITED STATES, 
Howse oF REPRESENTATIVES, 
August 11, 1955. 
Re Redemption date change, California barley loans; May 24, 1955, Federal 
Register, volume 20, No. 101, page 3585, section 421.1082. 
Hon. Ezra T. BENSON, 
Secretary of Agriculture, 
Department of Agriculture, Washington, D. C. 

DEAR SECRETARY BENSON: Your order of May 24 appearing in the above-cited 
portion of the Federal Register established some new redemption dates for 
1955 barley placed under Government loan. This order establishes a February 
29, 1956, date for 18 States, which are Southern and Eastern States with the 
exception of California and Arizona. The maturity date for all other States is 
April 20, 1956, a date which I assume represents no change. 

It is my understanding that with respect to said 18 States, the February 2% 
date represents a change from an April 30 date. This is definitely true in the 
case of California. The justification of this early date with respect to all of said 
18 States, with the exception of California and Arizona, is reported to be the 
fact that, because of climatic conditions, stored grain has a poor keeping 
quality and this early loan maturity date will permit the Government to pro- 
tect its investment by consequent early movement of barley into safe storage. 

This consideration does not obtain with respect to grain stored in California 
and I am solely interested in California barley and the loan maturity thereof. 
I am requesting that you reconsider the establishment of a February 29 date for 
California barley loans for reasons which I will hereinafter state. 

According to my best knowledge, California is the only one of said 18 States 
affected by the change of maturity date from April 30 to February 29, which 
has local units of government assessing ad valorem personal property taxes 
aginst barley held in storage with respect to which the Federal Government is a 
mere pledgeholder or mortgagee by reason of the fact that the maturity date of 
barley loans has not arrived. Counties in California are assessing taxes against 
such property as they have a right to do, provided the Government is not the 
absolute owner of the property on tax day, the first Monday in March. The new 
February maturity date on California barley loans completely defeats such taxing 
procedures and a great protest has risen in California over such change. 

I am sure that within a matter of a few days, you will receive appropriate 
communications from California protesting the February 29 date and asking 
a review of the question in order that local California taxing authorities may 
present their views of opposition to the end that a new date might be estab- 
lished which does not contain the element of local tax evasion. These com- 
munications will come from one or more county boards of supervisors and one 
or more county assessors. I join with them in respectfully asking that you 
rescind the May 24 order as it applies to California to permit the hearing of 
divergent opinions and establish a new order based on the evidence which will 
include the presentation of said local tax agencies. 
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The facts relating to the May 24 order as it applies to California are these. 
The barley market has been bad and growers foresaw no advantage marketwise 
in a loan maturity date at late as April 30. On the other hand, there were 
certain advantages to California barley growers from an earlier date. First, 
a date in advance of the March tax day would avoid local taxes. In addition, 
growers were confronted with a nontax problem. New crops were harvested so 
early that it was very doubtful that barley passing to Government ownership on 
April 30 would be moved out of the area of production in time to permit sub- 
stantial needed local storage of new barley. No one quarrels with the last 
justification which indicates an earlier date, but not a date as early as February 
29, according to my understanding. Almost any earlier date would have solved 
this last problem and it is my further understanding that a March 31 redemption 
date was recommended by officers in your Department as method of solving the 
storage question without doing violence to local tax authorities and a conse- 
quent disturbance of existing State and Federal tax relationships. 

We are both advised of the fact that the administration of President Eisen- 
hower is acutely aware of the necessity of preventing undue Federal impinge- 
ment on local tax sources. This fact is a compelling reason for a review of this 
matter. It is significant also that no local tax authorities in California were 
consulted or were even aware of this demand of California barley growers for 
a change in the redemption date of barley loans and it is an admitted fact that 
they had no opportunity to record their views on this question. 

Further reasons exist for a review of the question and establishment of a 
new date of loan maturity. The February 29 date discriminates against farm- 
ers who are forced to resort to on-the-farm storage. Grain so stored can secure 
a “recon” loan but tithe cannot be passed to the Federal Government until such 
grain is either placed in a licensed warehouse or on a common carrier irrevocably 
destined for such warehouse. With the California tax day falling on the first 
Monday in March and the loan maturing on February 29, it is extremely un- 
likely that farm stored grain would be moved so that title would pass to the 
Government; consequently, such farmers would not be accorded the same 
privilege of tax avoidance provided for farmers who either own or can afford to 
purchase licensed storage. 

There is a further consideration of tax equity involved as it applies to my 
congressional district. Parenthetically, I should state that mine is the con- 
gressional district most involved in California. Kings County, my place of 
residence, stands to lose about $190,000 in annual tax revenue and this is a 
sizable amount for a county of approximately 47,000 population. The fact is 
that barley lands in Kings County are almost without exception operated by 
corporation farms. On the other hand, the overwhelming majority of farms 
in the county are diversified family-size farms partially devoted to tree and 
vine, fruit and nut crops. Historically, the latter have paid a larger per acre 
proportion of county taxes because under California law they pay a tax on the 
bare land and a separate tax on all trees and vines thereon. Inasmuch as barley 
crops are not in being on the land on tax day, the only tax applied to such lands 
is a tax on the bare realty. I am certain it was in an effort to correct this dis- 
parity that counties in California began assessment of barley held in storage. 
It should be noted also that in recent years the return from tree and vine crops 
has been considerably below that of barley and other Government price-sup- 
ported annual crops. 

It is for these reasons that I urgently ask you to reopen this question with 
respect to the State of California. I would respectfully request that you inform 
me directly of your reaction to this letter and if it is possible, to indicate the 
procedures which will be followed in permitting these local taxing officers to be 
heard. 

The optimum procedure would be to permit a public hearing on this matter in 
the State of California and preferably in my congressional district. As you 
know, in observing my record on the House Agriculture Committee, I am sin- 
cerely interested in establishing a fair farm program and I feel that the ques- 
tion referred to in this letter is one aspect of such program. 

Sincerely yours, 
HARLAN HAGEN, Vember of Congress. 


Wa 
¢ 


ERIE nee 
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CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES. 
Mr. Benson: This is the first of the anticipated resolutions and I believe it is 
typical of those I expect to receive or which you will receive. 


HARLAN HaGen, Member of Congress. 





RESOLUTION No. 2034 BerorE THE BOARD OF SUPERVISORS OF THE COUNTY OF 
Kin6s, STATE OF CALIFORNIA 


It was moved by Supervisor Cody, seconded by Supervisor Gilcrease, and duly 
carried that the following resolution be adopted : 


RESOLUTION 


Whereas for the purpose of stabilizing, supporting, and protecting farm income 
and prices, of assisting in the maintenance of balanced and adequate supplies of 
agricultural commodities, products thereof, foods, feeds, and fibers, and of 
facilitating the orderly distribution of agricultural commodities, the Congress 
of the United States has created a body corporate, known as the Commodity 
Credit Corporation, an agency and instrumentality of the United States, within 
the Department of Agriculture, subject to the general direction and control 
of its board of directors ; and 

Whereas in the fulfillment of its purposes and in the carrying out of its annual 
budget programs submitted to and approved by the Congress pursuant to the 
Government Corporation Control Act, the Commodity Credit Corporation is 
authorized to use its general powers to support the prices of agricultural com- 
modities through loans, purchases, payments, and other operations; and 

Whereas, pursuant to those specific powers above stated, the Commodity Credit 
Corporation did announce a price support program for the 1955 crop of barley in 
the 1955 CCC Grain Price Support Bulletin 1 (20 F. R. 3017) issued by the 
Commodity Credit Corporation and containing the regulations of a general nature 
with respect to price support operations ; and 

Whereas the Commodity Credit Corporation did supplement its barley price 
support program in May 1955 by the addition of specific regulations, which 
together with the general regulations contained in the 1955 CCC Grain Price 
Support Bulletin 1, apply to loans and purchase agreements under the 1955 crop 
barley price-support program ; and 

Whereas said supplemental regulations do, among other provisions, provide 
that “loans mature on demand but not later than February 29, 1956, in the States 
of Alabama, Arizona, Arkansas, California, Delaware, Florida, Georgia, Ken- 
tucky, Louisiana, Maryland, Mississippi, New Jersey, North Carolina, Pennsyl- 
vania, South Carolina, Tennessee, Virginia, and West Virginia, and not later 
than April 30, 1956, in all other States” ; and 

Whereas the State of California is the only State among those above enumer- 
ated, in which all property privately owned is assessed for taxation on the first 
Monday of March of each year; and 

Whereas the State of California exceeds all other areas in the Nation in the 
production of barley ; and 

Whereas the county of Kings, during the 1954 growing season, produced 
12,160,800 bushels of barley, second only in quantity to the county of Fresno in 
the entire State; and 

Whereas during the 1954 growing season more than 7,457,000 bushels of barley 
were placed in storage under agreement between the Commodity Credit Cor- 
poration and producers of barley in the county of Kings, such sum exceeding 
all other areas in the State of California in participation in the barley price- 
support program ; and 

Whereas by that supplement to the 1955-crop barley price-support program 
announced in May 1955, the Commodity Credit Corporation did establish the 
date of maturity for loans received pursuant to the barley price-support program 
prior to the date of assessment for taxation of property in the State of Cali- 
fornia, thus depriving local taxing agencies of revenues derived from the taxa- 
tion of farm products privately owned on the date of assessment; and 

Whereas the Commodity Credit Corporation did amend said date of maturity 
without giving notice of its contemplated action, or affording an opportunity for 
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fair hearing to local governmental agencies, dependent in large degree upon 
revenues received from taxation of farm products : Now, therefore, be it 

Resolwed, That the Board of Supervisors of the County of Kings does hereby 
place itself upon record as being opposed to the date of February 29, 1956, as 
the date of maturity in the State of California for those loans procured by pro- 
ducers of barley in this State under the 1955-crop barley price-support program 
as announced by the Commodity Credit Corporation; and be it further 

Resolved, That said board of supervisors does hereby place itself upon record 
as favoring a date later than the first Monday in March of each year as the date 
of maturity of loans procured by producers of barley in the State of California. 
under the barley price-support program as announced by the Commodity Credit 
Corporation ; and be it further 

Resolved, That said board of supervisors petition and do hereby petition 
the Honorable Ezra Taft Benson, Secretary of Agriculture of the United States, 
and the Board of Directors of the Commodity Credit Corporation for hearing in 
the State of California to establish a date satisfactory to Federal, State, and 
local governmental agencies upon which loans procured under the barley price- 
support program as announced by the Commodity Credit Corporation shall 
mature. , 

The foregoing resolution was passed and adopted by the Board of Supervisors 
of the County of Kings at a regular meeting thereof held on the 9th day of 
August 1955, by the following vote: 

Ayes: Supervisors Evon G. Cody, Berry Gilcrease, R. J. Hollis, R. M. Adney, 
and Robert D. Williams. 

Noes: Supervisors—None. 

Absent: Supervisors—None. 

Witness my hand and seal of said board of supervisors this 9th day of 
August 1955. 

[SEAL] VERNICE THOMPSEN, 

Clerk of Said Board of Supervisors. 
STATE OF CALIFORNIA, 
County of Kings, 88: 

I, Vernice Thompsen, county clerk and ex officio clerk of the Board of Super- 
visors of said county, and State, do hereby certify the foregoing to be a full, 
true and correct copy of the original now on file in my office. 

Witness my hand and seal of said board this 9th day of August 1955. 

VERNICE THOMPSEN, 
County Clerk and Ez Officio Clerk of Said Board. 
By Marsory WILLIAMS, Deputy Clerk. 





BoarpD OF SUPERVISORS, 
CoUNTY OF FRESNO, 
Fresno, Calif., August 12, 1955. 
Boarp OF DIRECTORS OF THE COMMODITY CREDIT CORPORATION, 
Washington, D. C. 


GENTLEMEN: We are forwarding to you herewith certified copy of resolution, 
adopted by the Board of Supervisors of Fresno County, Calif., on August 9, 1955, 
urging maturity date of loans on privately owned barley held in storage under 
the Federal price-support program be fixed after the first Monday in March of 
each year, which resolution speaks for itself. 

Your favorable consideration of this resolution will be greatly appreciated. 

Very truly yours, 
J. I. Brown, County Clerk. 
By Gro. M. Furneaux, Deputy. 





RESOLUTION UrGING Maturity Date or LOANS UNDER Sarp PROGRAM Ber FIxep 
AFTER THE First MONDAY IN Marcu BEFORE THE BOARD OF SUPERVISORS OF 
Fresno County, Cauir., Auaust 9, 1955 


IN THE MATTER OF TAXATION OF PRIVATELY OWNED BARLEY HELD IN STORAGE 
UNDER THE FEDERAL PRICE SUPPORT PROGRAM 


Whereas pursuant to regulations of the appropriate governmental agencies 
administering the Federal price-support program for barley, it is provided that 
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loans mature on demand but not later than February 29 insofar as barley stored 
under said program in the State of California is concerned ; and 

Whereas the lien date for property taxes in California is the first Monday in 
March of each year; and 

Whereas under the regulations aforesaid, where the owner of the barley elects 
not to pay off his loan and other charges prior to said maturity date, title to said 
product vests in the Federal Government as of the maturity date and thereafter 
said grain is not subject to local taxation ; and 

Whereas the practical effect of the regulation vesting the maturity date as not 
later than February 29 is to deprive local agencies of a substantial portion of their 
tax base, which, in areas of large barley production, will seriously impair the tax 
base of counties, school districts, and other local taxing bodies who derive their 
principal source of revenue from property taxes ; and 

Whereas it is the opinion of this board that it was not the intent of the Con- 
gress or any other Federal agencies administering the price-support program 
that such program be so administered as to impair the tax base of local govern- 
mental bodies; and 

Whereas it appears that no good and sufficient reason exists why the ma- 
turity date upon loans, under said price-support program, should not be fixed 
at a date later than the first Monday in March as it was done in many States: 
Now, therefore, upon motion of Supervisor Armay, seconded by Supervisor 
Foley, and carried: Be it 

Resolved, That the Board of Supervisors of the County of Fresno urges 
the Honorable Ezra Taft Benson, Secretary of Agriculture, the board of di- 
rectors of the Commodity Credit Corporation, and any other Federal agency 
involved, to take appropriate steps to modify existing regulations so that the 
maturity date upon loans on stored barley, under the agricultural support 
program, be fixed insofar as California is concerned at a date subsequent to 
the first Monday in March; and be it further 

Resolved, That this board respectfully petition said Secretary of Agriculture 
and other governmental agencies to hold a public hearing relating to the ma- 
turity date of loans aforesaid and that this board be given notice thereof and 
afforded an opportunity to appear thereat and be heard upon the matter herein 
referred to; and be it further 

Resolved, That the clerk hereof be and he is hereby authorized and directed 
to forthwith transmit certified copies of this resolution to the Honorable 
Ezra Taft Benson, Secretary of Agriculture of the United States, to the Board 
of Directors of the Commodity Credit Corporation, to Senators William F. 
Knowland and Thomas H. Kuchel, and to Congressman B. F. Sisk, of the 12th 
Congressional District. 

Adopted by the Board of Supervisors of the County of Fresno, State of Cali- 
fornia, at its regular meeting held this 9th day of August 1955, by the follow- 
ing vote, to wit: 

Ayes: Supervisors Armay, Foley, Cruff, Burdette, Clark. 

Noes: None. 

Absent: None. 


STATE OF CALIFORNIA, 
County of Fresno, 88: 


I, J. L. Brown, county clerk and ex officio clerk of the board of supervisors of 
said Fresno County, do hereby certify the foregoing to be a full, true, and correct 


«opy of the original now of record in my office. 


In witness whereof, I have hereunto set my hand and affixed the seal of said 
board of supervisors this 11th day of August 1955. 
J. L. Brown, 
County Clerk and Ex Officio Clerk of said Board of Supervisors. 
By Geo, F. FuRNEAUX, 
Deputy Clerk. 
The Cuamman. We wish Mr. Heimburger to look at it and see 
what prompted you to change the date. 
Mr. Ricuarps. That may not be in there because a lot of it is oral 
conversation. 
The Cuarrman. We wish a memorandum on why you changed the 
date. 
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(Whereupon, at 11:05 a. m., the committee adjourned to :go. into 
executive session. ) 

(The following data and statement were submitted to the committee 
for inclusion in the record :) 


[From the Hanford Sentinel, July 3, 1956] 
NEED FOR UNIFORM SALES TAx IN KINGS 


It is difficult to understand why the county board of supervisors expresses so 
much concern over the Cooley bill in Congress and its expected effect on Kings 
tax revenues when a broad road for more county income—and on a completely 
fair level—has been ignored. 

For several months we have heard no public discussion of the county uniform 
sales tax possibilities, not since a rather halfhearted meeting between the county 
and its various cities held in Corcoran. 

The county uniform sales tax was made possible by the 1955 session of the 
legislature. A law passed then made it possible for California’s 58 counties to 
levy a 1-percent tax on retail sales for the first time. The estimated revenue 
for all the counties was $100 million. It was set up to go into effect on April 1 
of this year, providing the counties reached agreement with their cities on local 
tax provisions. 

Since the law was enacted, 15 counties have reached such agreements and 
placed themselves in a position to broaden their tax bases, and possibly reduce 
ad valorem taxes as a result. 

jut not Kings County. Faced with decreasing oil reserves and the possible 
loss of $50,000 a year from barley storage assessments, it seems the uniform 
sales tax would have been the ideal choice. 

Certainly with 15 of the 58 counties now lined up for sales tax, Kings has 
plenty of examples of working formulas on which to pattern its agreements. 

We can anticipate no real objections from any of the incorporated cities in 
Kings County. As we understand the new tax, it would be collected by the State 
board of equalization. As a State agency, the collections would doubtless be 
more tightly supervised than is possible under local administration. At least 
that is the theory. 

The Cooley bill seems to have an excellent chance of becoming law. It pro- 
vides a means of tax relief to farmers, for one thing. If any group of American 
citizens needs tax relief it is the farm group. They are practically carrying the 
economy of the Nation on their backs, scratching to keep their individual books 
balanced while every other segment of the economy flourishes to an unprece- 
dented degree. 

Thus, if the Cooley bill does become law, Kings County will have to replace 
some of the revenue removed from its channels. Significantly, the only substi- 
tution suggested so far from a county official has been raising the ad valorem 
taxes. 

We suggest to the board of supervisors that it employ wisdom and foresight 
now in reaching agreement with Kings cities on a uniform sales-tax program, 
and enacting such a program as quickly as possible. We suggest further that 
such a tax program would enable the general tax burden to be lowered for 
everyone. 

Say what you will about taxes, the sales tax is the fairest of all. It is levied 
against spent dollars, not against dollars in reserve or dollars invested. The 
man who spends the most dollars pays the most taxes. People of moderate 
income, whose dollars go primarily into food, shelter, and clothing, are not 
saddled with a high per capita tax. You pay taxes in direct ratio to what you 
spend. 


{From the Hanford Sentinel, July 12, 1956] 
THE Power to Tax Is A Great POWER 


In North Carolina, the home State of Congressman Harold Cooley, sponsor of 
the controversial farm bill that bears his name, a State law prevents local govern- 
ment units from taxing farm commodities that are in storage in Federal loan. 

Why, then, should California farmers be required to pay local taxes on their 
crops? 
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This question mingles with a number of others that should be raised in Kings 
County during these days of strong feelings about a measure that is pending in the 
House Agriculture Committee. 

All such questions must be viewed in the light of the theory of taxation. 

The power to levy taxes is a great power. It is one of the very foundations 
of government. Taxation, and the restrictions imposed upon it, form, indeed, 
the character of government. And always there is the necessity for balance, for 
justice, for equalization. 

As we view the Cooley bill, some degree of help would be afforded the farmers. 
We have heard declarations from farmers that the bill would help them. We 
have not heard from farmers an assertion to the contrary. 

A number of statements have been made in Kings County since the Cooley bill 
was proposed. Some of the statements are contradictory, some are apparently 
not‘ true. Some are quite vague. These do not help in reaching equitable 
decisions. 

This. newspaper, however, stands with the farmer. The bill would help the 
farmer, so we support it. The farmer, after all, is the bedrock in Kings County, 
in business, economics, taxation, in any other field that could be named. Without 
agriculture, this county would not exist. 

Can we therefore do otherwise? Can we deny the farmer a “break” in his 
taxes, while similar breaks are being given to almost every other economic group? 
No, we say; not and remain fair. 

It is to be regretted that county finances would be curtailed because of a pro- 
posed change in Federal law. But is that an argument for justice, or an argu- 
ment to preserve the county finances? Is the expected loss of $50,000, compared 
to a county budget of more than $6 million, worth the wounds that are being 
inflicted? 

The most regrettable aspect in the entire controversy in Kings County is the 
divisive effect it is showing. Kings County cannot afford to divide itself in- 
definitely. There must come a time when we stand together, north and south, 
ecdnomic grottp with’ economic group, farmer with businessman and professional 
man and manufacturer and white collar worker, all stand together as the unit 
we should be. 

Divisive forces have threatened the solidarity of the county in the past, and 
have sometimes left deep-healing scars. We do not want this to continue to 
happen. 





STATEMENT OF CHARLES S. MurPpHy BEForRE THE House CoMMITTEE ON AGRICUL- 
TuRE WirH REFERENCE TO H. R. 9650 anp H. R. 12235 


Mr. Chairman and members of the committee, my name is Charles S. Murphy. 
I am an attorney, with offices in the Pennsylvania Building here in Washington. 
I am appearing here as counsel to Mr. Gordon Garland and the group of farmers 
whom he represents in this matter. 

I wish to speak briefly with reference to H. R. 9650 and also with reference to 
H. R. 12235, a new bill on the same subject which was introduced by Chairman 
Cooley on July 13. I wish to speak particularly as to the objections to H. R. 9650 
which have been put forward at these hearings. We believe that all but one of 
the substantial objections are obviated by the new bill, and that the grounds for 
the remaining objection are not well founded. With the committee’s permission, 
I would like to try to explain briefly why this is the case. 

One t¥pé of objection that has been made to H. R. 9650'is to the effect that this 
legislation would alter the character of the price-support loan operation by pro- 
viding what would be the equivalent of a cash market for the commodities placed 
under loan. We agree, of course, that it is not the purpose of the loan program 
to provide an immediate cash market for agricultural commodities. We agree 
that its primary purpose is to assist farmers in the orderly marketing of com- 
modities by preventing them from being dumped on the market in large quantities 


. during harvest season. 


We had not believed and do not believe that H. R. 9650 in its original form 
would substantially alter the operation of the loan program in this respect. 
We had thought that farmers who were entitled to exercise the election under 
H. R. 9650 would refrain from doing so until the latter part of the loan period. 
We think it would be in their own economic interest to do this because they 
would thus retain their right of redemption which might become valuable in the 


-event of market price increases for the commodity. On the other hand, they 
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would have no economic incentive to give up their right of redemption until 
it became apparent that the retention of their interest in the commodity would 
make them liable for personal property taxes or result in some other economic 
burden. 

But whether we were right or wrong about the effect of H. R. 9650 as it was 
introduced, the new bill contains provisions which make sure that it cannot be 
used by farmers as a means for obtaining an immediate cash market for their 
products. H. R. 12235 provides that the producer cannot exercise his election 
to accelerate the maturity date of his loan until after the commodity has been 
under loan for at least 6 months. This would make it altogether sure that the 
effect of this bill would not be to alter the character of the price-support loan 
program in the manner that has been feared, and this provision should remove 
this point from controversy. 

In a similar fashion, we believe that other provisions of the new bill guard 
against the problems which led to other objections to H. R. 9650. These objec- 
tions were to the effect that the bill might relieve the farmer of the cost or 
charges for storage during the period of the loan, might result in the move- 
ment of grain away from farm storage earlier than would otherwise be the 
case, and might make the administration of the program more difficult because 
the CCO would not know in advance when it would be required to accept de- 
livery of commodities under loan. Here again it had been our construction of 
H. R. 9650 that it would not alter the operation of the present system with 
respect to these matters. However, the new bill includes specific provisions to 
guard against these difficulties. I refer to the proviso which has been added 
at the end of H. R. 12235 and which reads as follows: 

“Provided, That the Commodity Credit Corporation shall continue to have 
the right to fix the delivery date for such collateral as if such election had not 
been made, and the producer shall continue to provide storage, or bear the costs 
of storage for such collateral for the entire period ending with the original 
maturity date of the loan to the same extent as if such election had not been 
made.” 

This provision makes it clear that the program could be administered just 
as at present. The only difference would be that the naked legal title and the 
right of redemption would pass from the producer to the CCC. The commodity 
would remain physically in the same location where it would otherwise be and 
for the same length of time. The producer would not be relieved of any storage 
charges. The CCC could do its advance planning and meet its administrative 
problems just as if the bill had not been passed. In fact, it seems to us that 
the Department’s administrative problem would be simplified because it would 
have additional advance information on which to base its plans and also because 
it would be relieved of its obligation to make equity payments in those cases 
where farmers exercised their election under this bill. 

It seems to us, Mr. Chairman, that these provisions would cure the problems 
which troubled the Department of Agriculture in its comments on the original 
bill, and should thus remove the grounds for the Department’s objections to the 
enactment of this legislation. 

There is one remaining argument which has been pressed against H. R. 9650— 
namely, that it would make it possible for farmers to relieve themselves of 
liability for personal property taxes, and this is said to be an invasion of the 
rights of State and local governments. We would like to comment on this 
point. 

Our view on this matter rests on two basic propositions : 

First, that it is grossly inequitable to force a farmer to pay taxes on property 
in the circumstances here in question. 

Second, that in this case the primary responsibility for correcting the inequity 
rests upon the Federal Government, because the situation arises as an incident 
to a Federal contract. 

Now as to the first of these—the gross inequity. Please keep in mind that 
the bill does not propose to relieve the farmer of one single penny of tax on 
property which he owns or in which he has any interest on tax assessment date. 
In order to be relieved of tax liability, he must relinquish completely and forever 
all interest in the property before tax assessment date. All the bill does is to 
permit the farmer to terminate his ownership interest in property, an interest 
which he must decide is of no value to him and he does not want. To refuse to 
do this is to force the farmer to retain a purely technical and worthless legal 
interest simply for the purpose of subjecting him to taxation, 
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It is a fundamental principle with respect to ad valorem taxation that the 
tax imposed should have some relation to the value of the property with respect 
to which the tax is levied. This situation is a flagrant violation of that princi- 
ple. Here you have a tax on the full value of property imposed upon a man 
whose interest in the property is worthless. 

All my life I have heard of taxation without representation, and that is bad. 
But this comes very close to being a property tax without any property, and that 
is worse. 

It has been suggested here that if the Congress wants to do anything to cor- 
rect this situation, it should do so by changing the Federal income-tax laws. 
I wish to point out that the income-tax law already provides that no income tax 
is payable when there is no income. All we are asking now is that this principle 
be extended to provide that there will be no property tax where there is no 
property. 

Now, as to the second point—the Federal responsibility. The price-support 
loan program is a Federal program. The loan contracts are Federal contracts 
The fixing of the terms and conditions of the contracts is done by Federal offi- 
cials. The fixing of the maturity date is a Federal responsibility. I think these 
statements are incontrovertible, Mr. Chairman. The only question is in whose 
interest and for whose benefit the Federal responsibility is going to be exercised. 

This was very vividly illustrated by the action of the Department of Agricul- 
ture in changing the maturity dates for loans on barley in California in 1956 and 
1957. Prior to 1956 the maturity date was April 30. For loans maturing in 
1956, the maturity date was fixed by the Department as February 29. This 
was done to make the loan program work better by moving the barley into com- 
mercial channels at an earlier date to free more storage space in producing areas 
for the new crop. When the Department did this, it was exercising Federal 
responsibility for the benefit of the farmer. 

This change was made without reference to any taxing date. It happens, how- 
ever, that the tax assessment date in California is the first Monday in March. 
This means that prior to 1956 farmers who had barley in the loan were taxed 
on it because they still “owned” it on the tax date. But in 1956, when the tax 
date came, they no longer owned the barley under loan or had any interest in it 
whatever. So, of course, they incurred no tax liability. The local tax collectors 
objected to this. They wanted the farmers to be forced to hold on to a worthless 
interest in the barley just so they would be subjected to taxation. The Depart- 
ment of Agriculture acceded to this view. For the 1956 crop of barley they have 
fixed loan maturity date at March 11, 1957. They moved it back just 11 days 
for the sole purpose of making sure to include the first Monday in March and 
created a situation, artificially if you please, where the farmer would have to 
pay tax. 

Now these were Federal officials exercising a Federal responsibility in operat- 
ing a Federal program. There may be some question about whose benefit they 
were exercising this Federal responsibility for. But certainly it was not for the 
benefit of the farmers whom the Federal program was designed to help. 

Contrast this California situation with what happened in North Dakota. In 
1955 the maturity date on wheat loans was changed from April 30 to March 31. 
This again was to facilitate the movement of the old crop in order to make way 
for better handling of the new crop. It happens that the tax assessment date 
in North Dakota is April 1. Prior to 1955 producers had been paying tax on 
wheat stored in warehouses under price-support loans, because they were still its 
owners on the tax date. In 1955 the producers did not incur tax liability because 
they no longer owned the grain or any interest in it on tax date. 

The tax collectors in North Dakota did not complain about this, and the 
maturity date for wheat loans still falls just 1 day before the tax date in that 
State. This Federal responsibility is still being exercised in North Dakota 
for the benefit of the farmers. 

I think, Mr. Chairman, that the Federal responsibility is further pointed up 
by the fact that the States are without power to do what would be accomplished 
by the legislation now before this committee, because if they undertook to do 
so it would be an invasion of the powers of the Federal Government. This bill 
gives the farmer a choice. He must give up his residual interest in the com- 
modity or he must pay the tax. The States cannot give the farmer that choice. 
They cannot modify the terms of his loan contract with the Federal Government. 
The States cannot accelerate the maturity date or allow the farmer to do so. 
Only the Federal Government can do that. And there is no other way I can 
see in which a State can give the farmer the choice which this bill gives to him. 
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As a practical matter, the closest the State can come is to exempt the com- 
modity under loan from taxation whether the farmer relinquishes his residual 
interest or not. That, of course, would constitute a greater modification of 
local tax structures and occasion a greater loss of local revenue than this bill 
would. Thus, it follows that the States are actually without the constitutional 
power in this situation to provide as equitable a remedy as the Federal Gov- 
ernment. Under these circumstances, it is hard to see how action by the Con- 
gress can be said to invade the rights of the States. 

In conclusion, Mr. Chairman, we believe, as you have indicated you do, that 
this problem presents a moral issue and that it is proper for the Congress to 
settle it on that ground. We believe it is so unjust to perpetuate a situation 
in which a man is forced to pay property tax where the property interest is 
worthless that no one can justify it on grounds of expediency We believe that 
the need for tax revenue is no excuse for the exaction of a tax which is unjust 
as a matter of principle. We feel that every farmer, large or small, is entitled 


to justice. Accordingly, we respectfully urge your favorable consideration of 
H. R. 12235. 


x : 








